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Advice to 
Investors 


Purchase your securities through re- 
sponsible dealers who have proper facili- 
ties for investigations and a reputation 
to maintain for reliable advice. 

K. N. & K. are always posted on gen- 
eral market conditions, and their views 
are at the disposal of investors through 
their monthly review of 


“The Investment Situation.” 
Write for Pamphlet K-1. 


Knauth-Nachod & Kuhne 


Members of New York Stock Exchange 
Equitable Building, New York 
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Safety of Principal 
with 
Assured Income 


Careful investors and institu- 
tions can obtain a wide selection 
of sound Municipal Bonds in 
our April list. 

The list includes issues ex- 
empt from Federal Income Tax, 
eligible to secure Postal Savings 
Deposits, and legal for Savings 
Banks in various States. 


Send for Bond List B-72 


lliam mpton (0. 


Municipal Bonds 
Over a Quarter Century in this Business 


14 Wall Street, New York 
St. Louis Cincinnati Chicago 
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We have issued for general 
distribution a dis- 
cussing the financial posi- 


letter 


tion and prospects of the 


CORN 
PRODUCTS 
REFINING CO. 


Our letter T-26 will 
be sent on request 


HARTSHORNE & PICABIA 
Members N. Y. Stock Exchange 


7 Wall Street Telephone 4590 Rector 
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HE ending war loan and the taxation program are still absorbing the 
attention of investors. These were the principal factors that chilled the 
abortive “war boom” which started in February. Having lost all of the 

: gain then recorded, the market for the last fortnight has been drifting 
within narrow limits, with weakness from time to time in individual issues which 
are especially open to attack, but without any marked general tendency. 

epee dunt public as a whole seems to be overwhelmed by the mag- 
nitude of the events of recent weeks and unable to arrive at a clear judgment 
of their probable effects. Hence speculation has fallen to a low ebb. the 
meantime high grade, low yield bonds have been liquidated by wealthy holders 
who will participate in the Government loan. 






Increased Income Tax 


HE increases in the income tax now proposed—though not yet incorporated 
into law—will naturally result in heavy subscriptions to the 31% per cent., 
non-taxable Government bonds by persons having exceptionally large incomes. 
The present plan is, starting from a 2 per cent. tax on incomes of $2,000 
and over, to place an additional 1 per cent. on incomes from $3,000 to $4,000, 
and then to raise this surtax gradually to 15 per cent. on $80,000 to $100,000 
incomes, 20 per cent. up to $150,000, 25 per cent. up to $200,000, 3314 per cent. 
up to $1,000,000, and 40 per cent. above $1,000,000 yearly. 

This would make the yield of 314 per cent. on the tax-free bonds equivalent 
to the following yields on taxable bonds for persons having annual incomes as 
given below, on the basis of income taxes alone—that is, not counting the taxes 
saved by exemption from State and local assessments: 


Yield from Equivalent 


Incomes Gov't Bonds Taxed Yield 
DE ttt ou stashed cb scans os ebeek 314% 3.98% 
ES, Chet, Katt ah Lak 5a donk akeaik oe 3% 4.77 
ES cbc Wan And oh ae ake seems +k ea 314 5.14 4 
its tial a C6 ehawae tans Kkaed 314 5.41 
Dt he cccndandohots umeseeeanesaee 3% 5.55 - 


PIPED 0 ove dcccuuecvcccccccccccccece 314 5.70 
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_ An investor whose entire income is derived from an investment of $2,860,- 
000 would gain by selling any securities coming under the income tax which 
yielded him less than 3.98 per cent. and investing the proceeds in the new Gov- 
ernment bonds; while a similar investor having $28,600,000 would - by 
selling all taxed securities yielding less than 5.14 per cent., ete. And if the 
securities now held are also taxed as personal property, the equivalents of 344 
per cent. tax-free would be still higher yields. 

It will be seen, therefore, that any investor having an income of $500,000 
a year or over would have strong inducements to dispose of almost any high 
grade corporation bond and transfer the proceeds into the new Government 
3s. 

vs This arrangement will reach down to smaller investments than would at 
first appear, because nearly all investors have salaries or personal incomes in 
addition to their interest and dividend returns. For example, a man earning 
a salary of $50,000 a year and having investments of $1,430,000 would profit 
by selling any corporation bonds yielding up to a little over 4 per cent. and 
putting the money in the new Governments. 

The reason for the weakness of high grade corporation bonds is perfectly 
clear, since most large investors have considerable supplies of bonds of that 
class on hand; and if the income tax program goes through as proposed, fur- 
ther selling of such bonds appears inevitable. 


Railroad Rates 


THE recent action of the Interstate Commerce Commission amounts to the 

statement of an intention of permitting the roads to increase their rates 15 
per cent. unless it can be shown that the rise in their expenses has not been 
enough to warrant so much increase. This is, of course, considerably short of a 
definite 15 per cent. increase, and that is perhaps the principal reason why it 
has not as — caused any advance in the prices of railroad stocks. 

Nevertheless it is practically a certainty that some advance in rates will be 
permitted, and in view of the great increases in all costs, including coal, equip- 
ment, etc., as well as wages, it would seem probable that the roads can show 
that they need the full 15 per cent. 

A consideration, also, that should have weight with the Commission is 
the higher interest rates that now have to be paid on all new railroad financing. 
That is a condition which is not likely to disappear immediately and a rise in the 
cost of capital reduces railroad profits just as surely as a rise in wages or cost 


of materials. 


- 


Sales to Our Allies 


"THERE is a growing conviction that future sales of war materials and supplies 

to England, France, Italy and Russia will have to be made on the basis of 
reasonable profit, rather than at prices dictated by the needs of the buyers. If 
we loan $3,000,000,000 to our allies with which to buy goods in this country, 
our Government has a creditor’s interest in preventing them from paying exor- 
bitant prices for those goods. This publication was perhaps the first to direct 
attention to the inevitability of that conclusion and it has now become a matter 
of general comment. 

The result, however, will not be as depressing in its effect on the prices 
of industrial stocks as might be thought at bret glance, for these stocks are not 
now selling and have not at any time sold at prices to correspond with the 
abnormal war profits they have been earning. Investors have fully recognized 
the necessarily temporary character of those profits, and since the t decline 
which began last Bosiher rices have tended rather to adjust themselves to 
a plane warranted by sneel earnings plus accumulated profits on hand. 
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The copper stocks, for example, are selling at prices that would not be 
high for 18 cent copper metal, when the very large surpluses already accumu- 
lated by the copper producing companies are taken into consideration. Copper 
metal has declined to 30 cents a pound for May delivery and 25 cents for the 
last half of 1917, but those prices are low only as compared with the 30 to 37 
cents recently recorded. There must still be a big demand for copper, not 
only while the war lasts, but during the period of reconstruction to follow the 
war, and experts do not expect the metal to sell below 20 cents in any quantity 
for a long time to come. This would ‘mean a further accumulation of surplus 
profits for the principal producers. 

When the war began we predicted that it would be a war of steel and that 
demands on us for iron and steel would be tremendous. This has proved true 
to a far greater extent than was then anticipated and steel prices are still rising 
after nearly three years. With the gigantic surpluses that have been accumu- 
lated by the principal steel companies, they have no reason to complain if only 
normal profits are obtained from further sales to our own Government or to 
its allies—especially as much higher than normal profits are still being realized 
from other sales, which have absorbed and will continue to absorb the greater 
part of the companies’ production. 


Public Utilities 


WHILE the railroads will doubtless get a rate increase, it will be far more 
difficult for the public utility companies to raise their selling prices. 
They do not suffer from higher costs to the same extent as the railroads, yet 
the advances in wages and materials are causing a noticeable decrease in their 
rofits. 
. Many of these companies have been making good enough profits so that a 
moderate decrease need cause stockholders no special concern, but this class of 
stocks will make a relatively poor response to upward swings in the general 
market while costs remain at the present level. 


Technical Position 


(THERE is now a considerable short interest in the market. The selling side 

has been getting very popular with the smaller professional traders. On 
the other hand, long stocks carried on margin have been considerably reduced 
by the liquidation of several months past. The public is doing very little buy- 
ing just now. The attendance at brokerage houses is light and a general feeling 
of discouragement is widespread among investors. 

Such a technical position of the market does not favor a continued decline. 
One by one the weak spots in such market are found and made the object of 
bear drives, but just when the market seems to have almost lost rallying power 
a scarcity of stocks is apt to develop. 


Effect of War Expenditures 


MANY investors are just now making the mistake of considering the effect of 
the big war expenditures proposed by this Government as related merely 
to the stocks of the companies from which the purchases will be directly made. 
Since the Government is not paying the market prices for such products, the 
investor argues that the bullish effect of the purchases will necessarily be slight, 
and he may even figure that they will have an adverse effect because they will 
displace other business on which a liberal profit could have been earned. 

The most important effect of buying by the U. S. Government and its allies 
is found in the stimulation of general business activity. So long as the demand 
for goods—including the Government’s demand—continues to exceed the sup- 
ply, active business is assured. —April 23, 1917. 











War-Time Investments 


A Time for Investment Vigilance—Suggestions for the Safety- 
and-Income Purchaser of Securities—How War is 
Likely to Affect Certain Stocks 





By PHILIP T. TOWNE 





ny N times of national crises it be- 
r4 hooves every investor to take 
aes §6stock of his holdings. The 

entry of the United. States 
into the arena of world conflict can- 
not fail to be productive of the most 
far-reaching results which will affect, 
in a measure at least, practically every 
sphere of human activity. It is wholly 
out of the question to predict what the 
next few years or even the next few 
months will bring, for in times like the 
present the impossible becomes the ac- 


‘be awake and vigilant. He should in- 


ventory his list of securities, decide as 
best he may in reference to those 
which are likely to be unfavorably af- 
fected by the war, sell them and re- 
invest his funds in sounder securities. 
He should read the news as he never 
read before, watch with hawk-like 
keeness the action of the security mar- 
kets and every detail that is likely to 
affect the value of his stock and bonds 
—in short he should put his investment 
house in order and be prepared not 








TABLE I 
SOUND GOVERNMENT INVESTMENTS. 


Anglo-French Loan 

Argentine Nation 

Dominion of Canada 

United Kingdom of Great Britain and Ireland 
Japanese Government, Ist Series 


City of New York 


City of Newark, N. J. (Reg.)...........0ee00e- 


City of New Orleans 
City of Yonkers, N. Y 
City of Baltimore, Md 


eee 


Maturity 
1920 
1920 
1931 
1921 
1925 


Due 


1962 101 
1944 110 
1929 100 
1919-28 Serial 
1962 99% 








tual and the unexpected the event. 
Amidst plenty, and prospering as we 
have never prospered before, the 
thunders of the great European con- 
flict seemed to this country like the 
distant mutterings of a tremendous 
thunderstorm. Now we are to take 
part in that conflict and the role that 
we will play and the extent that our 
participation will bear upon our people 
and our fortunes is yet to be deter- 
mined. 


No Time for Desuetude 
This is no time for the “sleeping in- 


vestor.” He who would conserve what 
he has or who would add to that, must 


.tually to the fields o 


only for unfavorable investments, but 
also to take advantage of those hav- 
ing a favorable bearing upon securi- 
ties in which he is interested. 

The cry of “enlist” is loud in the 
land as this is written and by the time 
it appears may have crystallized from 
an appeal to a legislative command 
which no patriotic citizen can ignore. 
Broadly speaking the investment class 
in this country will be war-divided into 
two parts: (1) that section which is go- 
ing into training apt 5 and perhaps even- 

conflict and hence 
will not be able to keep a close watch on 
the markets, and (2) those who remain 
at home and will be in a position to fol- 


(76) 
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low day-to-day events. The subdivi- 
sions of these two classes will be end- 
less and it is impractical to attempt to 
outline investments which will meet 
the requirements of each sub-division. 
But the recommendations contained 
in this article can be applied to fit each 
case and that application we leave to our 
readers. In every instance the cardinal 
factors of diversification of invest- 
ment, safety, yield and marketability 
should be taken into consideration. 


Safety and Income 


The man who is going away to train- 
ing camp or to war must necessarily 


ties which deserve his favorable con- 
sideration. 


Government Bonds 


Naturally the bonds which the U. S. 
Government is preparing to issue will 
attract a tremendous investment fol- 
lowing, but as the terms of issue have 
not been given out as this is written it 
is not possible to speak of it except in 
the most general terms. There will 


be no question that it is the patriotic 
duty as well as the privilege of each 
investor to put at least a part of his 
funds in this greatest of all issues and 
which might well be entitled the “Lib- 








TABLE II 


SELECTION OF HIGH GRADE RAILROAD AND INDUSTRIAL BONDS 
RAILROADS 


Chic. Mil. & St. Paul, Conv 
So. Pacific, Conv. 

N. Y. Central, Conv. Deb 
Seaboard Air Line, Ist 
Illinois Central, Col. Trust 
Baltimore & Ohio 


Bethlehem Steel, Ist and Ref 
Swift & Co. Ist 

U. S. Rubber, Ist and Ref 
N. Y. Air Brake, Ist Conv 
Lackawanna Steel, Ist Conv 
General Electric, Deb 


Price 
95% 
100% 
1935 107% 
1950 80% 
1953 86 
1925 92% 


Due 


1932 
1934 


Due 
1936 
1944 
1947 
1928 
1950 
1942 








consider first the matter of safety and 
income. He cannot afford to purchase 
stocks or other securities which are 
likely to experience sharp fluctuations. 
He must forego the possibilities of per- 
haps considerable war-profits in con- 
sideration of the possibility of large 
losses on a market decline from the 
cessation of war-profits or other 
causes. His primary need is to choose 
investments which will make a fair re- 
turn on his money when he is away and 
which will not be subject to undue 
fluctuations. His needs may be satis- 
fied by only the best class of bonds with 
perhaps a sprinkling of the highest 
grade preferred stocks. The six tables 
which accompany this article furnish 
good examples of the type of securi- 


erty Loan.” The yield will undoubted- 
ly be considerably less than that of any 
of the issues mentioned in Table I, 
but this will be compensated for by 
the extra margin of safety which the 
greatness of this country places be- 
hind such a loan. The American investor 
will be afforded an opportunity to buy 
his own country’s securities on a more 
attractive basis than he has ever had 
before, or will probably ever have again 
after the present great war is brought 
to an end. 

The longer the war lasts the more 
governments will have to pay for their 
borrowings, but this should not prove 
a detraction for the reason that prac- 
tically all government issues now be- 
ing put out contain convertibility fea- 
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tures, which allow the investor to 
take advantage of any subsequent and 
higher yield issues. 

In Table I will be found some issues 
of other governments selling on bases 
which, at one time not very long dis- 
tant, were considered fairly attractive 
for common stocks. The purchaser of 
such issues must be favorably im- 


Even the victors could not afford such 
an eventuality since it would deal a 
blow to foreign credit from which the 
latter would never recover and would 
set the clock of progress back a hun- 
dred years. 


Railroads and Industrials 
It is a strange commentary of the 








TABLE III 
ATTRACTIVE SHORT TERM INVESTMENTS 


Rate 


*Am. Tel. & Tel. Co., Subsidiaries.. 444% 
4 


t+ Sloss Iron & Steel 
Southern Railway 
United Fruit 
*Endorsed by Am. Tel. & Tel. Co 
tAssumed by Sloss-Sheffield Steel & Iron Co. 


Due 

1, 1918 
Jan. 1, 1919 
Feb. 15, 1919 
July 1, 1918 
April 1, 1919 
Feb. 1, 1920 
March 2, 1919 
May 1, 1918 


Bid 
100% 
98 
98 
99% 
98 


102 
98% 
99% 


Feb. 








pressed by the stability and solvency of 
the governments behind them. There 
are those who profess to believe that 
there is considerable doubt as to 
whether the warring nations can con- 
tinue to carry the “enormous debts 
they are now piling up, but that seems 
to the writer to be a very fear-fetched 
conclusion. That the Government of 
Great Britain and Ireland, for instance, 
should ever “go broke,” to put it in the 
phrase of the day, is unthinkable, 


times that a St. Paul convertible or a 
Lackawanna Steel convertible should 
sell on a _ lower yield basis than 
the issues of the British and French 
Governments, but such is the case, as 
shown in Table II. While the nations 
of the world have been growing poorer 
we have been growing richer until 
apparently our better class railroad 
and industrial securities are more de- 
sirable investments than such nation’s 
bonds. Such a situation, however, is 








TABLE IV 
SIX SAFE GUARANTEED STOCKS 


Pitts., Ft. Wayne & Chic. Ry. (Gtd. by Penn. R. R. Co.).. 
Northern Central Ry. (Gtd. by Penn. R. R. Co.) 

Beech Creek R. R. (Gtd. by N. Y. Central R. R) Weslaiae 4 
Morris & Essex R. R. (Gtd. by Del., Lack. & West.)...... 7 
Minn., St. P. & S. S. M. (Gtd. by Minn, St. P. & S.S. Ry.). 4 


Ontario & Quebec Ry. (Gtd. by Can. Pacific) 


Price 
and Dividend 
159 

88 
45% (par $50) 


Rate 


7% 
8 (par $50) 


84 
79 
120 


(par $50) 








especially when one stops to consider 
that Great Britain’s present enormous 
debt totals less than 1 per cent of Great 
Britain’s entire wealth. No matter 
who wins the war or how it is settled, 
no first-class warring nation will be 
allowed to default on its obligations. 


merely psychological and also, perhaps, 
due in part to the fact that up to the 
time of the war the American investor 
had not been educated to purchase 
foreign securities. I do not think that 
the most ardent American would main- 
tain, on reflection, that the credit of 
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the U. S. Steel Corporation, for in- 
stance, is entitled to a higher rating 
than the credit of the United Kingdom 
of Great Britain and Ireland. - 

Great fortunes have had their begin- 
nings in years past, in the purchase of 
the securities of warrings nations in 
times of great stress—the Rothschild 
fortune is perhaps the most notable ex- 
ample—and great fortunes will be be- 
gun or increased in the present era by 
the same method. 

Municipal Issues 

Following the theory of diversifica- 
tion, Table III presents some attrac- 
tive and reliable municipal issues. Com- 
pared with the securities mentioned in 
the two preceding tables the yield is 
considerably less, but no safety-and-in- 











TABLE V 
PREFERRED STOCKS AND CHAIN STORES 
PREFERRED STOCKS 


Times 

Pfd. Div. 
Rate, Earned 
perct. in 1916 


Crucible Steel. 7 ™% 
7 6 6.73 


10% 5.34 

4 7.17 
7.12 
5.88 


Yield 
6.46% 


Am. Woolen... 7 2 
Am. Sugar 3% 


CHAIN STORES 


Rate, 
per cent 


Yield, 
Price per cent 
Woolworth 
Kresge 
United Cigars Stores.. 8 


11% 
200 





come investment can be said to be well 
balanced which does not include some 
municipal bond representation. The 
advantages of the municipal bonds of 
the right sort, their considerable safety 
factor, marketability, etc., are too 
widely known to call for extended 
comment in an article of this sort. 


Short-Term Notes—Guaranteed Stocks 


The short term note not only pro- 
vides a satisfactory margin of safety, in 
the case of the best issues, but possesses 
a high degree of market stability as 
well as an attractive yield, as illus- 
trated in Table III. These securities 


should commend themselves to those 
who look forward to a year or not 
more than two years of military serv- 
ice as the maximum. Provision must 
be made, of course, for the re-invest- 
ment of one’s funds upon maturity of 
the notes in the event they should 
mature while the owner is away. 

Guaranteed stocks, such as those 
shown in Table IV, are desirable in- 
vestments for those who have funds 
which they wish to put in more or less 
permanent investment form. These 
securities do not possess the same de- 
gree of marketability that some of the 
more widely advertised stocks and 
bonds enjoy, but they are essentially 
safe investments and their yields are 
as high as one might reasonably ex- 
pect who has in mind primarily the 
matter of safety of principal. 


Preferred Stocks 


For the man with no one depend- 
ent upon him or who has surplus 
funds to invest the preferred stock 
field offers many attractive opportuni- 
ties. Some of them are mentioned in 
Table V. Even under the most ad- 
verse conditions these companies 
should be able to maintain their pres- 
ent dividend rates, and the large earn- 
ings of last year and the current year, 
irrespective of what is likely to fol- 
low after the war, entitle them to a 
higher investment rating than indicat- 
ed by their present yields. Of course 
in buying a preferred stock, one must 
realize that one is getting somewhat 
away from the idea of safety and in- 
come as exemplified by a sound bond, 
but the margins of safety on the best 
class of preferred issues are so con- 
siderable that they are entitled to con- 
sideration by the safety-and-income 
investor. 


An Ideal War-Investment 


For the person going away who not 
only desires safety with good return 
on his money but who also looks for- 
ward to seeing his investment grow 
while he is gone, the better class of 
chain store securities offer much. In 
fact they might be classed as ideal 


war-investments. The ___ diversified 
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character of their businesses, the wide 
extent of the territory in which they 
operate, their constantly expanding 
field of activities and their stability of 
growth in bad times, as well as good, 
give them an exceptional attractive- 


following suggestions are intended. 
He should be careful to avoid those 
issues whose profits at this time 
seem likely to be seriously curtailed 
through Governmental legislation. 
Among such might be mentioned the 








TABLE VI 
WELL BALANCED INVESTMENTS, WITH SAFETY, YIELD AND MARKETABILITY. 
Investment of $50,000. 


Par 
Am’t 


Total Yield 
Cost % 
$4,725 5.29 
4,975 4.50 
5,025 4.95 
4,925 5.07 
4,912 5.95 


Security 
Anglo-French 5’s 
City of Balto., 4’s, 1962.. 
So. Pac. conv. 5’s, 1934.. 
Lack. Steel Ist, 5’s, 1950... 
Erie 5% Notes, 1919 
Total Investment, $50,327 
Average Yield, 5.19%. 


. 5,000 
5,000 


Par Total Yield 


Am’t Cost % 
- $3,000 
4 


Security 
Morris & Essex Ry....... 
U. S. Steel pfd 
Consumers Power, pfd..... 
i Aaa 5,000 
Woolworth 


$5,040 
5,170 
5,335 
4,900 
5,320 


4.18 
5.34 
6.18 
5.55 
6.01 


Investment of $10,000. 


Par 

Security Am’t 
) age ar: 544’s... . $2,000 
py of N 4%’s, 1962. 2,000 2,020 4.20 
S’b'd Air Line Ist 4’s, 1950 1,200 966 5.25 

N. Y. Cent. conv. 6's, 1935. 900 965 5.35 


Total cost, $10,091. 
Average Yield, 5.22%. 


Total Yield 
Cost % 
$1,935 5.68 


Total Yield 


Security Cost % 


Beth. Steel Ist & ref. 

5’s, 1936 $1,001 
a". Elec. deb. 344, 1942.. 1,040 
B. R. T. 5% Notes, 1918.. 995 
United Cigar Stores ...... 1,000 


5.00 
4.37 
5.30 
8.00 


Investment of $1,000. 


Total 
Am’t Cost 
Dom. of Canada 5’s, 1937 $200 $191 
City of Bordeaux 6's, 1919.... 200 193 621 
St. Paul gen. ref. con. 5’s, 2014 100 101 4.95 
Am. Tel. ee Tel. col. tr. 5’s, 

1946 99 5.05 


, Par 
Security 
5.23 


Total Cost, $1,052. 
Average Yield. 4.96%. 


Yield 
%o 


Par Total Yield 
Security Am’t Cost % 
Amer. Agr. Chem. conv. deb. 
5’s, 1924 
Norfolk & West. lst con. 4’s, 
1996 100 93 
Argentine Gov't 5’s, 1945 86 
S. S. Kresge 138 


$101 4.95 
4.30 
5.81 
2.60 








ness in times like the present. In 
very few cases are there bonds stand- 
ing ahead of these stocks and it is 
difficult to see how, outside of some 
such factor as gross mismanagement 
or actual invasion on a large scale of 
this country, anything is likely to 
happen which would seriously and per- 
manently depress the price for chain 
store stocks such as are in Table V. 


Common Stocks 


So much for the man who is going 
away and wishes to place his money 
where it will require the minimum of 


watching. For the man who remains 


at home and who wishes to make com- 
mitments along speculative lines the 


munition securities, public utilities of 
the class of American Telephone & 
Telegraph and Western Union, ship- 
ping stocks and such manufacturing 
concerns like American Woolen and 
Central Leather whose products are 
likely to be drawn upon heavily for 
Government purposes. 

The great war loan is bound to mean 
a stimulation in industrial activity 
and probably more or less speculative 
activity. Among the securities which 
should give a good account of them- 
selves are companies in the class of 
American Smelting & Refining, the 
equipments, coppers, steels, trunk line 
rails and sound public utilities which 
supply light and power. 











Is the “Spring Rise” Coming? 
All Recent Years Have Had Seasonal Spring Advances 
—The Present Situation 





By THOMAS L. SEXSMITH 





ANIEL DREW, it appears, was 
responsible for the historic say- 
ing, “Never sell the market 

short in the spring when the sap is 
running up the trees.” From all ac- 
counts Mr. Drew, during his spectacu- 
lar market career, earned the right to 
be quoted as an authority. Aside from 
this, an examination of past market 
history will bear out the wisdom of 
his advice. Nearly every spring dur- 
ing the present decade has witnessed 
more or less of an aggressive bullish 
campaign, and the speculator who took 
the long side in the early spring of 
each year and sold out, after the usual 
comfortable upward movement had 
been under way three to six weeks, 
would have made very large profits, 
and especially so if he had put his 
profits to work progressively and had 
dealt in larger lots from time to time, 
as his increasing capital permitted. 


“Spring Rise” a Regular Occurrence 


An average of six leading stocks, 
which has been kept faithfully since 
1903, shows that the spring rise has 
been a regular yearly feature. It was, 
perhaps, smaller during the first year 
of the period considered than in any 
other year since, amounting to only 
about four points on average, being 
but a small rally in a large and pre- 
cipitate decline. But the whole year 
1903 was a bear year of unusual pro- 
portions, and the fact that the prin- 
ciple of the spring upward movement 
worked out at all during this year is a 
point which commends it to careful 
consideration. 

In the year following, 1904, the 
spring rise was larger, running to 
eight points on average. It was a sig- 
nal for the beginning of the great up- 
ward movement which took place later 
in the year. In 1905, the spring rise 


developed into an important move- 
ment which covered altogether about 
twenty points on average. For 1906, 
the early half of which was reaction- 
ary following the great bull markets 
of the two previous years, the spring 
rise was of moderate proportions, 
averaging only about ten points. 

Many of those who are at present 
interested in the market will readily 
recall 1907 as the year of the great 
“tight money” panic. During that 
year an average of six leading stocks 
declined sixty-three points. Declines 
were sharp and heartbreaking. The 
spring rise of that year was the rally 
from the March panic, and the same 
averages recovered twenty-four points 
in seven weeks. That the rally did 
not hold is a matter of history, but any 
who bought during the panicky times 
of the early spring, and had the cour- 
age and capital to hold on to their com- 
mitments, were in a position to re- 
alize excellent profits throughout the 
two following aggressively bullish 
years. 

In the Spring of 1908, the upward 
movement also covered twenty-four 
points on the six stock averages. This 
year was another bull year of note. 
The spring rise of the following year 
was even greater, covering twenty- 
five points on average. The year 1910, 
a year during which two-thirds of the 
time was devoted to reaction, wit- 
nessed a rally in the springtime of over 
fourteen points. In 1911 the spring 
rise was very late in getting started, 
beginning the latter half of April and 
ending only with the beginning of 
July. Nevertheless it yielded eight to 
twelve points on average. 

In 1912 the seasonal movement be- 
gan early in February and was exceed- 
ingly sharp, rushing up quickly about 
eighteen points on average to a high 
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point made in the last week of April, 
around which there was afterwards 
considerable distribution of stocks. 

In 1913, another year of reaction, 
the rise began March 17, and, while 
it lasted only three weeks, covered 
over ten points on average which, con- 
sidering the narrowness of fluctuations 
throughout that year, made an excel- 
lent proportionate showing. 

Halting Rise in 1914 

In 1914 the proverbial spring rise 
made a valiant effort to develop into 
a real bull movement, but the extensive 
foreign selling, which came into the mar- 
ket anticipatory to the outbreak of 
hostilities in Europe, effectually 
checked the rise. For fourteen weeks 
the market tried vainly to rally out of 
the apparently oversold condition dis- 
closed by the rising bottoms of June 
10 and November 10, 1913, and April 
25, 1914. The outbreak of the Euro- 
pean war, in the last days of July, ex- 


plained the failure of the market to 
rally to any extent in the spring move- 


ment, . : 
Conditions were entirely different, 


however, in the spring of 1915. The 
rise that began in the early part of 
March of that year kept up at a lively 
pace until it reached its top on April 
19. This movement was the forerun- 
ner of the great bull market which 
came in the summer and fall of that.year. 

The early months of 1916 were given 
over to reaction from the violent bull 
market of the fall of the previous 
year. Yet these reactions, sharp as 
they were, had equally sharp rebounds. 
Many considered the rally during the 
month of March to be the “spring rise” 
for that year, but that view did not 
prove to be correct. The real spring 
rises are carefully prepared and 
usually follow a period in the market 
during which stocks are comparatively 
dull and inactive for several days or 
even weeks. Sharp rallies from se- 
vere dips, coming without any con- 
siderable preparation, cannot properly 
be classified as “spring rises” in the 
proper use of the term. The spring 
rise in 1916 did not start until the lat- 
ter part of April, and reached its top 


on May 23, culminating with wonder- 
ful activity in the railroad stock, Read- 
ing, which was bulled from the 70’s 
up to around 110 on an extraordinary 
volume of transactions. As in the pre- 
vious year, this movement was intro- 
ductory to a tremendous upward swing 
which began in the late summer and 
continued throughout the fall, reach- 
ing its apex about November 20. At 
this time the historic high prices for 
the grand bull swing, 1915 to 1916, 
were made. 


What About the Present? 


With such a formidable precedent 
established in favor of the seasonal 
spring upward movement it may be 
profitable to inquire into the present 
situation to see if possibilities of a like 
movement do not exist this year. The 
market is subject to the same natural 
laws which govern all physical motion. 
It is no exception to the general rule, 
and must obey the natural forces 
which control its movements. There 
is a reason behind these periodical 
spring advances, otherwise they would 
not occur with such great regularity. 
True, some years have larger rises in 
the early months than others, but it 
is also true that some years yield 
larger crops than others. Seasons 
vary, movements vary, but the basic 
laws of nature never change. 

The severe decline in the market 
which occurred during the latter half 
of last December and the further de- 
cline of early February brought the 
average market down to a point prac- 
tically midway between the high of 
November, 1916, and the low of July, 
1914. In other words, in two months 
of exceptional reaction one-half the 
ground gained in two years of extra- 
Sener bullish developments was 
ost. 

Throughout the month of February 
and well into March occurred a par- 
tial recovery of this lost ground. The 
character of the recovery was such 
that it does not compare favorably 
with the majority of previous so-called 
“spring rises.” It had all the elements 
of a natural rally forced by purely 
technical conditions, It was a rally 
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and not a rise. There is a distinction 
between the two. Rallies can come 
any time that the market becomes 
oversold, while rises are more or less 
carefully prepared and the preparation 
is carried on, sometimes, over weeks 
and months. 

Since the average market reached 
top on March 24 for the recovery from 
the February low, there has been a 
goodly reaction. This has brought the 
market down about half way between 
the March top and the February low, 
an ideal place for preparation for a 
considerable rise. 


Reasons for Rise This Year 


No one familiar with inside condi- 
tions doubts the fact that large inter- 
ests freely supplied stocks to an eager 
outside public who entered the market 
with such unbridled enthusiasm 
throughout the fall months of last 
year. In the panicky declines which 
followed closely on the peace rumors 
in December, and again on the German 
submarine manifesto of February 1, 
these same strong interests had to 
stand under and hold the bag for the 
stocks that were thrown over by the 
erstwhile optimists. Thousands of 
shares of stocks were distributed to 
numerous weakly-margined holders in 
the fall of 1916, and part of these, at 
least, were taken back again by strong 
people in December and February. The 
rise in March was only the normal re- 
bound from the severe reaction of 
early February, and the comparatively 
short time during which the average 
market was maintained around the 
tops of the recovery afforded these 
large interests but small opportunity 
to redistribute the stocks that they 
were forced to take back in the two 


large breaks. Therefore, it is reason- 
able to suppose that they are at the 
present time in possession of a con- 
siderable quantity of stocks which 
they are quite willing to dispose of at 
prices reasonably above the panic fig- 
ures of December and February. 

The behavior of the market during 
recent trading leads to the belief that 
the usual spring rise is in the course 
of preparation. There is no denying 
the fact that there are plenty of bear- 
ish factors in the situation, but the his- 
tory of the past bears out the fact that 
it is during times when news factors 
of the most bearish portend are preva- 
lent that the largest bullish move- 
ments have their inception. A _ vig- 
orous “spring rise” would afford large 
interests an excellent opportunity to 
dispose of whatever surplus stocks 
they may have on hand to good advan- 
tage. As the purpose of rises in the 
market is to sell stocks, there can 
be little doubt that eventually a goodly 
rise will be engineered. Whether it 
will come this spring or be deferred 
until some later time is problematical, 
but the probabilities favor a rise to be- 
gin before spring is past and to con- 
tinue into the early summer. This is 
not to say that a sharp decline may not 
precede the expected rise; often that 
is given preliminary to the real move- 
ment and its purpose is to obtain more 
stock for the rise. 

There are many elements in the 
situation which could exert grave in- 
fluence (an early peace, for instance), 
any one of which would be sufficient 
to warrant a change in manipulative 
plans. But a rising market at this sea- 
son of the year is the normal thing, 
and, all else being equal, is to be ex- 
pected. . 
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Millions in Smoke 


The Romance of the Cigarette—How Certain Penniless 
Orientals Grew Wealthy Beyond Dreams—Devel- 
opment of a Great Industry 





By ARTHUR B. McATTAMMANY, 
Editor, The Retail Tobacconist 





HE tales akin to those of the 
Arabian Nights which issued 
from Pittsburgh, in which mil- 
lionaires bloomed up in_ the 

great steel industry; the money kings 

who blossomed forth from oil; the mag- 
nates of the meat trust; the powers-that- 
bé in the smelting trust ; all of these lapse 
into significance compared with the rap- 
id-fire fortunes acquired by certain Ori- 
entals who learned the art of blending 

Turkish cigarettes in “the land of mel- 

low suns.” 

At the time this article was written, 
the great Tobacco Products Corpora- 
tion, that gigantic holding company of 
cigarette concerns in New York, con- 
summated a deal, whereby the well- 
known cigarette factories of Schinasi 
Bros. in New York, passed over to 
that $50,000,000 holding corporation. 
It is headed by Daniel G. Reid, the tin 
plate and railroad king. This great 
holding corporation includes among 
its financial backers and promoters, 
George J. Whelan, of United Cigar 
Store fame, a power to be reckoned 
with in the drug industry, too, which 
has been so much subject to combina- 
tion and consolidation of late. 

Schinasi Bros. 

Schinasi Bros. manufacture the 
Natural and the Prettiest brands of 
cigarettes; their output at one time 
would rise considerably over three- 
uarters of a billion cigarettes a year. 
They have refused an offer of $6,000,- 
000 outright for their business. But 
what a contrast was there but a decade 
and a half ago. Then_it was that 
miserable and beragged Orientals half- 
heartedly trudged around New York, 
begging orders of retail cigarists for 
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200 Turkish or Egyptian cigarettes. 

There was a vital reason for this 
change of estate in Turkish and Egyp- 
tian cigarettes. Most of us remember, 
if we’re smokers, that the Turkish 
cigarette was practically an unknown 
quantity in this country twenty years 
ago. Then it was that the Virginia 
paper roll reigned supreme. The Vir- 
ginia product is made of tobacco raised 
in the State from which it is named. 
It was the cigarette that had the call 
in this as well as in other countries. 

A score of years ago the Stephano 
Bros., who afterward made the Ram- 
eses brand of cigarettes, the greatest 
selling twenty cent cigarette in this 
country, were living in the corner of a 
cellar ; and were subsisting on chopped 
cabbage mixed with vinegar. This 
concern has also been taken over by 
the Tobacco Products Corporation. A 
score of years ago the brothers Schin- 
asi were walking around the city of 
New York with their feet almost out 
of their well-worn shoes. Now one of 
the Schinasis occupies a residence on 
Riverside Drive renowned for the 
Oriental splendor that has made it one 
of the residential show places of this 
country. The mural decorations, the 
paintings in oil, the statuary, the tapes- 
tries; all represent the last word and 
the final triumph in Oriental collect- 
ing. One Schinasi has been decorated 
by the Sultan; the Turkish Ambas- 
sador-that-was has presented a Schin- 
asi son with Arabian steeds that are 
unsurpassed as specimens of thorough- 
bred horse-flesh. The Schinasi stables 
are a sight to tickle the consistent 
horseman. Padded lanes lead to each 
stall; there are several grooms al- 
ways in attendance. 
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The Schinasis are rich. Their name 
is frequently mentioned in the realty 
columns of New York newspapers, as 
having bought that “parcel of realty”; 
as having sold this “piece of real 
estate.” The brothers are millionaires 
and they can withdraw from the com- 
mercial arena to-day with life’s great 
prizes in their possession. 


Ten Cents a Day 


But the rise of the Schinasis is a 
tame recital compared with the su- 
preme rise of S. Anargyros; and that 
name, the world over, is the most re- 


ed at each other quizzically. The office 
boy snickered. The nose-up “ladies” 
in the office sneered at the unkempt 
appearance of Anargyros. He was 
told that he could pay for the registra- 
tion “a little at a time.” For twenty 
consecutive business days S. Anargy- 
ros put in an appearance at the law 
offices of Wise and Lichtenstein a little 
after five o’clock each afternoon; for 
twenty consecutive times he approach- 
ed and laid one dime on a desk in that 
office. It took him nearly thrée weeks 
to pay the two dollars, but in hardly 
over a decade from that time Anargy- 
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nowned of all names in the cigarette 
realm. Anargyros was absolutely 
penniless at the outset of his career as 
a cigarette manufacturer. He did not 
have money enough to buy sufficient 
tobacco to start even in a small way. 
He entered the law offices of Wise & 
Lichtenstein, 40 Exchange Place, New 
York, which firm also conducted a 
trade mark registration bureau (they 
do now for that matter, refer, if you 
doubt this). Mr. Anargyros timor- 
ously inquired how much it cost to 
register a title claim to a cigarette 
brand. He was told that the cost was 
two dollars. Anargyros gulped and in 
a pathetic tone explained that he could 
not pay that amount down, but that 
he would have to pay it a little at a 
time. The men in the law office look- 


ros was dictating his terms to the great 
Tobacco Trust, and it took millions and 
millions to buy him; at that they ad- 
mitted that he was cheap at any price. 
To-day the name Anargyros is known 
wherever cigarettes are smoked. 
Within the now-opened doors of China, 
in the far recesses of Siberia, in Asia, 
in Africa and all over Europe the name 
stands out pre-eminent in the cigarette 
industry. Anargyros retired and re- 
turned to his beloved land years ago. 


What to Do With $6,000,000? 


The Stephano Bros. are equally pic- 
turesque. They sold out their business 
to the Tobacco Products Corporation 
several years ago, but retained a por- 
tion of the stock. These two brothers 
received many millions for their busi- 
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ness. After they were started they 
made money fast. The _ brothers 
Stephano decided to lease one of the 
finest office buildings on Market street, 
in Philadelphia. When the senior 
brother was asked why he shouldered 
the expense of such a costly building, 
when an ordinary factory building in 
a side street would do just as well, he 
shrugged his shoulders in characteris- 
tic Oriental fashion and with a wave of 
both hands replied, “We can afford it.” 

When the Tobacco Trust decided to 
make the first offer of $6,000,000 to the 
brothers Stephano for their business, 
they made the offer to Attorney Sol K. 
Lichtenstein, of New York, who was 
counsel then for the two brothers, on 
annual retainer. Mr. Lichtenstein was 
offered a brokerage-fee of $140,000 by 
the Tobacco Trust if he could persuade 
his clients, the Stephano Bros., to sell. 
Mr. Lichtenstein thereupon wrote a 
letter to the senior Stephano at Phila- 
delphia and invited him to come over 
to New York for an important business 
conference. Stephano came and when 
he entered the door of Attorney Licht- 
enstein’s private office he did not say 
“How da do,” or “How are ya?” He 
did throw his hands in the air and ex- 
claim: “I won’t sell.” The lawyer 
laughed outright. “I knew you either 
wanted to see me to sell out, or you 
wanted to talk about that anti-cigar- 
ette law in Iowa. Which is it now?” 
Stephano asked. Lichtenstein was 
prompt to explain that he had sum- 
moned the cigarette man to submit an 
offer to sell out. 

“I won’t consider it,” said Stephano. 

“It’s so liberal that you had better,” 
said the lawyer. 

“Why should I” said Stephano, with 
a shrug of the shoulders. 

“Well,” said Lichtenstein, “I’ve 
heard of cigarette brands being high 
on the wave of popularity today and 
absolutely dead tomorrow.” 

“What can we lose? 
with nothing,” was the _ rejoinder, 
“T can live on $5,000 a year. My 
brother can live on less.” 

“But this is an offer of six million,” 
argued the attorney, “and I'll add the 
brokerage fee of $140,000 offered to 


We started . 


pe 


me to consummate the sale to the pur- 
chase price; for I’m acting as your 
attorney and wouldn’t touch a broker- 
age fee anyway.” 

“W hat ll I do with all that money ?”” 
asked Stephano, “What will I do with 
the lorty old employes I have on pen- 
sion? They like to work when they 
eee —— want to go home ioaen 
work when , Wi hat’ 
ngs a want to. What’ll I 


The Bankrupt Aristocrat 


M. Melachrino was the one Turkish 
aristocrat to make a Success in the 
a ara business in America and in 

© Urient. He was a fai 
ailure when h 
came to this country to try his luck the 


first time. i 
5s Pare He had been a boulevadier 


or die. He signe 
- 25 year contracts with three i 
nown Gparette salesmen. They were 
O pay their own traveli 

ing expenses 
and w ere to have a generous eae on 
The three started out, 
pin, shaped 


was a success from the sta t 
these boys started life as a tel 
i é tele 
a a railroad. At 34 years “ny pe 
_ a of $60,000 a year from the 
e‘achrino cigarette business - so did 
each of his associates, Melachrin is 
a multi-millionaire. He returned 10 the 
Orient several years ago and is n ; 
engaged in selling commissar —. 
plies to the allies. His three (f2 
representatives got a half a million 
are worth of stock each in the To. 
acco Products Corporation whi h 
pee over “a company; and $150,000 
im cash. Two of th esi 
— of ny companies ff ten 
meern and both enjoy prince] 
aries i i feldenas 
— ae their generous dividends 


The Butle 
m.. r Brothers were the crea- 











MONEY--BANKING--BUSINESS 
Leading Opinions 


About Financial, Investment and Business Conditions 





Vanderlip on 
The Big Loan 


Frank A. Vanderlip, when in Chicago 
recently, made the following statement 
to a newspaper interviewer : 

“I do not believe that the people of this 
country appreciate fully the magnitude of 
the events that have taken place; we are 
in a real war and one that will call into 
use all of our resources.” 

When asked if he believed an issue of 
$5,000,000,000 of bonds could be disposed of 
on a 3% per cent. basis, Mr. Vanderlip said: 

“IT do not believe that amount of bonds 
could be distributed at one time, nor do I 
think that 3% per cent. is a fair rate for 
such a stupendous undertaking. 

“T doubt if the Government will attempt 
such an offering at once. In the subscrip- 
tions for the Anglo-French loan New York 
took about 70 per cent. The remainder was 
taken outside of New York. That indicates 
where the burden of. this financing is likely 
to fall.” 


“Must Perfect 
Efficiency”—P. M. Warburg 


Business men must feel toward the 
Government boards and commissions as 
lawyers do toward the Supreme Court, 
said Paul M. Warburg, Vice Governor 
of the Federal Reserve Board, in an ad- 
dress before the Commercial Club of 
Chicago. 

“Boards and commissions for the regula- 
tion of business are necessary to thorough 
organization and steady leadership, which 
cannot be furnished by changing party gov- 
ernment, but only by fairly permanent, non- 
partisan expert bodies. 

“More than ever before,” he said, “will 
States become solid industrial and financial 
unions effectively organized for world com- 
petition, driven by the necessity of perfect- 
ing a system of the greatest efficiency, econ- 
omy and thrift in order to meet the in- 
credible burdens created by the war.” 


“Need Only 
Men”—C. M. Schwab 


Charles M. Schwab, Chairman of the 
Board of the Bethlehem Steel Corpora- 


tion, told the Society of the Alumni of 
Bellevue Hospital that the munitions in- 
dustry in this country is now on a basis 
so efficient that there could be no possible 
doubt of the ability of the industry to 
meet any call that the Government might 
make. 


“We have the guns and the other ma- 
terials,” he said, “and all that is needed 
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—The Annalist. 
UNCLE SAM: SPECULATION SHALL NOT 
PROFIT BY THEIR SACRIFICE! 


now is skilled men to handle them.” The 
Bethlehem corporation, he added, stood 
ready to make any sacrifice. “In saying 
this,” added Mr. Schwab, “I speak for every 
man connected with the concern.” 


“Indiscriminating Economy 


Will Hurt”—H. E. Coffin 


Warning to the nation against a real 
danger in hysterical and _ ill-advised 
economy and interference with normal 
pursuits of the people is given by 
Howard E. Coffin, of the Advisory Com- 
mission of the Council of National De- 
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fense, in a statement made public as the 
first enterprise of the Government’s new 
committee on public information. : 
“Because of an apes | and possible 

shortage of foodstuffs we have hysterical 
demands for economy in every line of 
human endeavor. Waste is bad, but an 
indiscriminating economy is worse.” 

May List 

All Commodities 


Around the various exchanges of the 
city, such as the Produce Exchange, the 
Cotton Exchange and the Coffee Ex- 
change, there is a persistent. belief that 
Government action in the direction of 
requiring all merchants, brokers, etc., to 
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—Puck. 
“SEEMS AS THOUGH IT’S ALWAYS 
MILKING TIME NOWADAYS.” 
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record their holdings of the different 
commodities dealt in will be taken in 
the near future. 


The recent request made by United States 
District Attorney Marshall of the New York 
Stock Exchange that it list all securities 
held by its members for account of alien 
enemies has encouraged the belief that sim- 
ilar action is about to be taken in other 
directions. 


Peace Will 
Boom Steel 


That the boom in the steel trade will 
continue for two years or more after the 
conclusion of hostilities is the opinion of 





one of the leading trade experts, accord- 
ing to The Wall Street Journal. 


His opinion is based on the expectation 
that the three industries which are per- 
haps the most important consumers of steel 
will be active as’soon as peace returns, and 
that their takings of steel will be on a scale 
undreamed of in previous trade history. 

Few people realize, he says, the total of 
ocean tonnage that has been destroyed by 
the war. If all the ships now building or 
under contract in the United States for de- 
livery within the next two years could be 
put to sea at once, they would offset the 
loss from about ten weeks of the submarine 
campaign. This being the case, it appears 
obvious that it will take the shipyards of 
the world years to make up the total de- 
struction of shipping so far accomplished 
and yet to be accomplished by submarines. 


H. E. Cooper on 
War Financing 


Henry E. Copper, vice-president of the 
Equitable Trust Co. of New York, dis- 
cussing the question of how best to 
finance the United States’ share of the 
present world war says: 


“There are two theories as to the proper 
method of financing war expenditures: first, 
that of the school of economists from Adam 
Smith down, including, probably, as its lead- 
ing political exponent, Mr. Gladstone, that 
the extraordinary expenses of war should 
be raised and paid for, as far as possible, 
by additions to taxation; and, secondly, the 
opposite school, who believe that a war 
should be financed by long-time loans. 

“T believe that the taxation theory is prac- 
ticable only in case of very short and com- 
paratively inexpensive wars. It was, for 
instance, well fitted for the purposes of 
financing the Crimean war and the Boer 
war. In a war of the magnitude of the 
present one, however, with its terrific drain 
upon the resources of a nation, the practice 
of this theory is impossible, as the huge 
expense will result in such large taxes as 
to discourage industry through its neces- 
sary tax on the profits of corporations, and 
arouse discontent and even revolution 
among the inhabitants by a necessary great 
income tax. . 

“A happy medium, therefore, must be 
found, and a combination of the two meth- 
ods would seem to meet the needs, viz., 
make taxation as large as possible (without, 
on the one hand, discouraging industry by 
an excessive tax on the profits of corpora- 
tions, or, on the other hand, stirring dis- 
content, and perhaps revolution, by claim- 
ing too great a portion of the -individual’s 
income), and raising the balance by means 
of loans.” 


Large War Profits 
To Be Curtailed? 
While there are undoubtedly great op- 
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portunities for business profit from war, 
it now seems assured that should the 
United States become involved in the 
present struggle, one of the first inclina- 
tions of Congress would be to prevent 
individuals reaping a harvest out of the 
Government, observes The Journal of 
Commerce. 

Already the disposition of Congress and 
the present administration has been reflected 
in the so-called excess profits tax. If prices 
of supplies to the Government advance very 
much, it is likely that a different method 
will be adopted to combat that tendency. 
On the other hand, business men _ have 
shown a disposition to co-operate with the 
Government and to offer their services very 
generously in an emergency. It is now un- 
derstood that more than 5,000 domestic com- 
panies have volunteered their plants and 
facilities to the Government in case of war. 


A. B. Hepburn on 
Gov't Loan 


A. Barton Hepburn says: “The Gov- 
ernment, like every other borrower, will 
have to pay the market price for funds. 
The disparity is striking between a Gov- 
ernment issue at 344% and the Anglo- 
French bonds, selling on a 7% basis, or 
the British note issues which yield 6%. 

“The national banks already hold over 
$700,000,000 Government bonds to secure 
their circulation, so they could not be ex- 
pected to subscribe largely to a new issue 
at a low rate. While the forthcoming bonds 
are apparently to be exempt from taxation, 
yet if the banks take them they will be 
liable to taxation, as at present, on their 
capital, surplus and undivided profits. The 
savings banks could not be expected to buy 
a bond which would return them less than 
they are paying to their depositors. The 
banks will perform a useful function as dis- 
tributors of the bonds, but hardly an im- 
portant role as buyers.” 


“Educate in 
Finance”—C. E. Mitchell 


C. E. Mitchell, president of the Na- 
tional City Company, said in an inter- 
view that a Government loan of $2,000,- 
000,000, at 314 per cent, to run 30 years, 
could be floated successfully within a 
short time, provided proper measures 
were adopted to ensure popular support. 
These, he said, should be: 

1. A widespread campa‘gn to urge thrift 
and to educate investors as well as workers, 
who are able to save only small amounts 
annually, on the advantages of buying Gov- 
ernment bonds. The people of the United 


States have never acquired the habit, as in 
Great Britain and France, he said, of put- 
ting their savings in Government bonds. 

2. Mobilization of trained news and mag- 
azine writers and advertising experts to as- 
sist in popularizing Government issues. 

Mobilization of the commercial and 
investment bankers of the country, and the 
utilization of trained bond salesmen to en- 
sure proper distribution to investors. 


40% Tax on 
Big Incomes 


With party lines obliterated, the entire 
membership of the _House Ways and 
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Means Coniminen is considering meth- 
ods for raising new revenue with which 
to meet this country’s share of the war 
expense. The initial problems will be 
the raising of approximately $2,000,000,- 
000 to meet half of the estimated cost 
of the first year of war, for which cer- 
tificates of indebtedness soon are to be 
issued. 

Probably the most radical suggestion in 
the list was that a per cent. tax be 
levied on all incomes above $1,000,000. This 
is being termed “confiscation” by persons 
of large incomes who are opposing it. 


U. S. Steel War 

Tax $60,000,000 
Judge E. H. Gary, chairman of the 
board of directors of United States Steel 
Corporation, told stockholders at the an- 
nual meeting held in Hoboken that the 
taxes of the corporation were now run- 
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ning at the rate of $45,000,000, and 
would be, after the proposed war taxes 
were imposed, between $60,000,000 and 
$65,000, 

He said that the products of the corpora- 
tion sold to the Government would prob- 
ably be not more than 1/20 of the total. He 
also pointed out that all of the contracts 
=" the corporation’s books are uncancel- 
ab 

“Our books are well filled with orders,” 
Judge Gary added; “we have more unfilled 
orders than ever before and enough to keep 
us busy throughout 1917, and in addition we 
have sold considerable product for 1918. 
We could sell still more if we had it.” 








—New York World. 
FIRST AID. 





New Income 
Tax 
The National City Company has issued 

for distribution a chart showing the in- 
come taxes that will have to be paid in 
‘the event the schedule proposed by the 
Treasury Department becomes a law. 
The chart deals with incomes ranging 
from $3,000 to $3,000,000, and shows 
rates and amounts in comparison with 
those now in force and those under the 
original Federal income tax law. 


Tora, Tax 
Under 
Under Lawof Under 
Original Sept. Proposed 
Income Law 3, 1916 Revision 
Pat eileees rare ri $20 
4,000 ....... a he ats 50 


$10 $20 90 


10,000 . 60 120 440 
Bucs 0% 160 320 1,340 
Yo eee 360 620 2,340 
,000 . 560 920 3,340 
50,000 . 760 1,320 4,540 
75,000 . 1,510 2,470 7,840 
100,000 ....... 2,510 3,920 11,940 
000 . 7,510 11,420 36,440 
250,000 .. 10,010 15, 920 54,106 
300,000 . 13,010 20,920 71,773 
400,000 .. 19,010 31, 107,106 
500,000 .. 25,010 42,920 142,440 
000 . 32,010 54,920 177,773 
700,000 . 39,010 66,920 213,106 
000 . 46,010 78,920 248,440 
900,000 ....... 53,01 90,920 283,773 
1,000,000 . 60,010 102,920 319,106 
2,000,000 130,010 237, '920 739,106 
3,000,000 ....... 010 387,920 1,159,106 
Bankers’ and 


Brokers’ Views 


Henry Clews & Co.—The present crisis 
will profoundly change our foreign relations 
and a new era will open with the beginning 
of hostilities. Whether we like it or not, 
the time-honored policy of isolation in for- 
eign affairs will depart forever, never to re- 
turn; so hereafter we will be an influential 
member of the family of nations, and must 
courageously assume the duties and respon- 
sibilities that we have too frequently been 
inclined to shirk. Our attention at the 
moment is mainly occupied with prepara- 
tions for war; yet we must not overlook the 
new foreign relationships that peace will 
force us into. 


A. A. Housman & Co.—Economic and 
financial problems are more or less easily 
understood in Wall Street. They are solved 
by laws dérived from experience. Cause 
and effect are well known from constant 
repetition. There is nothing really either 
in finance or economics until these terms 
begin to be confused with politics, sociology, 
psychology and all that mystery of human 
being’s reaction to his environment, and 
then we are at sea. These other things may 
be governed also by laws, like the finance 
and economics we have ‘learned so well. 


Thompson, Shonnard & Co.—The finan- 
cial community for the past fortnight has 
had an opportunity to discuss ways and 
means of defraying the cost of the war— 
and taxation—always the bu boo of the 
Street—has figured prominently in the dis- 
cussion. The President’s suggestion that a 
substantial proportion of the expense should 
be defrayed by taxation naturally induced 
selling. And then there was the further 
suggestion that war profits were to be taxed 
or limited to 10%. 


J. S. Bache & Co.—In a critical period 
like this, while investment buying may 
proceed coriservatively, the ovablens of 
the actual results that may be pro- 
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duced by the great forces at work is so im- 
possible of accurate solution that specula- 
tion, unable to see far ahead, has its periods 
of doubt and hesitation, and reactions fol- 
low. Then these are dissipated for a time 
by reports from the business world, of re- 
markable earnings, of increasing orders for 
both war and peace stocks, and of ample 
credit to finance the great volume of trade. 
Money is easier for both long and short 
periods, especially sixty or ninety days. 


Richardson, Hill & Co.—The sensations 
of the past three years have fostered a sort 
of craving for violent upheavals in securi- 
ties, but the gravity of the present situation 
on the one hand and the assurance of great 
industrial activity at moderate profit on the 
other, will stabilize the stock market so that 
we will become accustomed to a more nor- 
mal ebb and flow of prices. There is no 
reason why capital should withdraw from 
investment merely because gambling oppor- 
tunities are diminishing. . The level of prices 
for the majority of listed stocks is at the 
present moment reasonable in comparison 
with property and earning values, and had 
not the public appetite become jaded this 
would be appreciated more generally. The 
time has come when business acumen and 
rational selection must supersede random 
speculation. 


Goodbody & Co.—In spite of the 
freight keene of the sinking of scores 
of ships, of the high cost of living and of 
our entry into the world’s greatest and most 
hellish war, business conditions continue 


favorable. Prices of commodities are 
still rising—the rise, however, being partly 
seasonal, partly due to war and partly to 
the world’s poor crops. With no fear of 
a railroad strike in the near future and with 
banking and credit conditions wonderfully 
good, prosperity may continue for many 
months and possibly for a year or two. 


Merrill, Lynch & Co—The bill em- 
bracing the War Department’s plan for 
raising an army of a million men within 
one year and two million within two years 
will of itself, exclusive of all navy prepara- 
tion, necessitate the expenditure by our gov- 
ernment of a vast sum of money. It may 
be that we shall not need to send an army 
to Europe in our co-operation with our 
Allies, but it is certain that we must im- 
mediately place our country on a basis to 
cope with any possible war development. 


Spencer Trask & Co—The bond mar- 
ket, although firm, is still showing signs 
of hesitation due to uncertainties over 
an expected government bond issue. We 
are inclined to think that Congress will 
try, anyway at first, for a 3% rate. = 
there is enough investment money and 
triotism to make a government issue at t is 
time a success on any interest rate, it would 
seem very unfair, in our opinion, for Con- 
gress to ask for the hundreds of millions 
that will be necessary at less than 34%, 
giving at the same time conversion privi- 
leges into a higher interest bearing bond, if 
such should subsequently be issued, as will 
very probably be the case. 
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The Business Situation 





ONEY rates show but trifling changes 
from month to month, but by look- 
ing back a year we see that the 

money has grown perceptibly firmer. In 
February, March and April, 1916,. the aver- 
age for commercial paper at New York was 
about 3%%, while in the same months of 
1917 the average has been about 4%4%. 
While the big Government loan will doubt- 
less be handled without any immediate de- 
rangement of the money market, it will 
have the effect of somewhat accelerating 
this upward drift of the money rate. 

Per cent. of cash to deposits is at its low- 
est point, but this is chiefly due to absorp- 
tion of cash by the Federal Reserve Banks. 
The yg oy of the banking position is indi- 
cated by the low p. c. of loans to deposits. 

There is still no indication of any check 
to rising commodity prices. The grain mar- 
kets and the price of pig iron have risen 
sharply. Copper is about the only one of 
the leading commodities to show a reac- 
tionary tendency. 








Wholesale of Iron 








The bank clearings outside New York for 
March touched a new high level—mostly 
due, however, to the very high average 
level of prices. Business is very active, but 
pany no more so than it was a year ago. 

ecause of the great rise in prices bank 
clearings are not a very good measure of 
business activity. Exports for February de- 
clined nearly one-third, because of the 
scarcity of ocean tonnage and the submarine 
tie-up of that month, but the March figures, 
not yet out, will make a much better 
showing. 

Production of pig iron in March recov- 
ered from the trafic congestion of Febru- 
ory, and unfilled orders of the U. S. Steel 
Corporation, March 31, made another new 
record. The April winter wheat condition 
is the lowest on record for that date. 

In the main the business outlook is fa- 
vorable, but rising costs and the difficulty 
of new corporation financing at the time of this 
writing tend to modify the optimism of man- 
agers. 








ve 
Avera Average Per cent Per cent 
Money Rate Money Cash to Loans to 
Prime Com- Rate page New Deposits New Dun’sIn- English In- 
mercial > European York Clearing- York Clearing- dex of Com- dex of Com- 
New Yo house Banks.* house Banks.* modity Pes. modity Pes. 
April, Bea seecsse 4% 5% 14.1 92.7 190.0 — 
March, ae 4% 5% 14.6 93.6 186.2 5,072 
February, 1917...... 4% 5% 16.0 93.0 176.3 4,953 
April, Bei ccces 3% 5 14.7 94.0 145.7 4,013 
” er 3% 5 19.8 95.1 baie 3,305 
“ aN 3% 3% 26.1 96.1 119.8 2,597 
* a 5% 4% 26.1 100.3 119.2 2,717 
* Affected by the new Federal Reserve System. 
Total Bank Clearings Balance ofGold Balance of Building Business 
Bank of U. S. Movements Trade Operations, Failures 
Clearin Excluding —Importsor —Imports or Twenty Total 
of U. N. Y. Ci Exports rts Cities Liabilities 
(Millions) (Millions (Thousands) (Thousands) (Thous’ds) (Thous’ds) 
March, 1917...... 24,794 10,565 Sree Th Pene nee eet 14,448 
Feb,  I1917...... 21,630 8,836 Imp. 81,698 Exp. 266,946 32,416 14,302 
March, 1916...... 20,774 8,196 Exp. 998 Exp. 197,152 54,938 17,421 
- I9IS...ccce 13,848 6,283 Imp. 24,696 Exp. 138,629 46,430 26,914 
e 1914...... 14,253 6,404 Imp. 5,210 Exp. 4,943 54,678 23,826 
« Bees veees 14,140 6,253 Exp. 13,695 Exp. 31,981 46,702 22,564 


Production U.S.Steel Price of 
Co. Unfilled Electro. 


-———Crop Conditions, 


Price of (Tons) Neer Copper. Winter Spring 
PigIron* (Thous’ds) (Thous’ds)t ts. Wheat Wheat Corn Cotton 
Apr. 1917.... 36.00 sone ie 30.0 63.4 fn in wis 
ar, 1917.... 31.90 3,251 11,711 35.7 Mt bs 
Feb,, 1917.... 27.42 2,637 11,576 36.2 ee 
Apr., 1916.... 17.90 3,338t 9,331f 27.9 78.3 
1915.... 12.34 2,064t 4,255f 168 88.8 
Se 1914.... 13.75 2,348t 4,653 142 95.6 
- 1913.... 15.65 2,763t 1,469T 15.3 91.6 


* No. 2 Southern at Cincinnati. tEnd of mo. named. {March. 
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Reform in Foreign Exchange 


Need for New Basis—How Dollar Exchange Would Work 
Out— Time Is Opportune for Action 





By ALBERT KASTAN 





T= present period with its daily reve- 
lations in all possible realms and 
spheres, making realities of what 
were mere dreams and fiction but a few 
years ago, is justly regarded as the most 
momentous chapter of history since the 
age of the Crusades and the time when 
knighthood and romanticism were flour- 
ishing. 
Chaos in Currency Views 


A natural corollary of this chaos, cre- 
ated by such various revolutionary ten- 
dencies in Europe and other continents, 
is found in the reaction on the currency 
values of the affected countries. There 


quoted just before the war and during 
the week of March 8 to 15, 1917, will 
at a glance show the relative position of 
some foreign money values as compared 
to our dollar. 


Defects in Present System 


Thus a fit occasion is presented to 
point out the defects of the present sys- 
tem of quoting foreign exchange; there 
is as urgent a need for a revolution in 
that field as there was need for politi- 
cal reform in Russia but a few weeks 
ago. It was the carefully premeditated 
policy of the Russian autocracy to keep 
the people in deepest ignorance, for an 
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TABLE I 
SUGGESTED REFORM IN FOREIGN EXCHANGE. 


Quotations as they are quoted today: 


London, cable...... 4.76 7/16 (per £1./-) 
Paris, acne —_— << $1.—) 
Rome, * inteee 7.85 .™ $1—) 
Madrid, wae 21.15 ( * Pes.100.—) 
Zurich, wireless..... 5.02% (* $1.— 
Berlin, eee 69% (“* M400.—) 
Amsterdam, cable.... 40% (“ F1100.—) 
Vienna, wireless ....11.25 (“* Kr.100.—) 
Petrograd, cable ....28.10 ( * Ro.100.—) 
Scandinavian 

Countries “  ....29.00 (“* Kr.100.—) 


And how they should be quoted: 


London, cable..... per $100... Sh. 419.75 
Paris,  esbes =  6ee. “eee 
Rome, ” owen >. = Li. 785.— 
Madrid, 7 seeee . Pes. 472.81 
Zurich, wireless..... = = Fr. 502.50 
lin, igh ?. & M., 579.71 
Amsterdam, cable ~~ o Fl. 247.67 
Vienna, wireless.... “ “ Kr. 888.89 
Petrograd, cable.... “ “ Ro. 360.36 
Scandinavian 
Countries as ° * «w Eo Oe 








is no saying as to whether the new re- 
gime in Russia will not repudiate and 
refuse to honor a part of the vast debts 
incurred by the government just over- 
thrown. It is still an unsolved problem 
how this immense debt is to be 
repaid. 

The exchange values of the various 
warring powers, England excepted, have 
uniformly seen a sharp depression, while, 
on the other hand, a premium exists on 
the exchange value of a number of neu- 
tral countries. The annexed table, based 
upon the foreign exchange market quo- 
tations in New York City as they were 
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ignorant mass would bear more readily, 
and without much opposition, despotism, 
tyranny and financial slavery. This 
thought is not entirely inapplicable to 
our present system in this country as 
regards foreign exchange quotations. 
The average merchant, even many bank- 
ers, are astonishingly unfamiliar with 
them, and always vexed in arriving at 
the comparative value of foreign ex- 
changes in a given market. Nearly 
every currency is quoted in our market 
on a different basis, and no general 
standard of quotation is recognized. 
Many merchants engaged in import and 
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TABLE I 
THE VALUE OF $100 IN U. S. CURRENCY: 


i 
navian 
Countries 
March 


Scandi 


War 


Stockholm, 
Christiania, 


Copenha 


8, 1917 





March | Pre 


Russia 


Petrograd, 





March | Pre 
8, 1917 


"Austria 


| War 


Pre 


Premium 
0.43% 








Germany 
March 


War 


Marks 
420.16 





Swiss 
March | Pre 
8, 1917 


| Pre 
War 


Premium 
3% 





Pre 





Italy 
March 
8, 1917 


Rome, 


War 


Lire 





France 
March | Pre 


Paris, 
Pre 
War 


8, 1917 


$18.12 


Depr. 
12.76% 











March | Francs 





Depreciation on the $ in % 
Premium on the $ in % 








export trade have hardly an idea of the 
meaning of quotations or rates, and have 
to place themselves blindfoldedly into 
the hands of their bankers, to whom 
orders are given to acquire for the cus- 
tomer such exchange as is needed, and 
the banker must figure out for—the mer- 
chant knows not how—what is in dol- 
lars equivalent to the pounds, francs, 
marks or yens or whatever money they 
owe their foreign friends. As stated, 
even bankers are not actually familiar 
with the foreign exchange quotation sys- 
tem and errors are common even among 
experts, especially when matters are done 
under pressure. 
Time for Action 

It is, therefore, advisable and to be 
urgently recommended that American 
bankers and brokers now take the 
first step in the direction of making 
the dollar the standard value in foreign 
exchange and the quotations thereof— 
easily accomplished with a little good 
will and intelligent co-operation—so 
that the dollar will be the basis on 
which everything is quoted; then with 
one stroke the whole inefficient quotation 
system will be cured and a great step 
will have been taken towards efficiency 
and simplification in a field quite intricate 
even without unnecessary complications. 
Just as soon as all quotations are based 
upon a standard of $100, it will be pos- 
sible for any layman to figure with ease 
and speed how much money he will 
have to send to his business friend in 
a foreign country, or how much the lat- 
ter owes. Such a simple system can only 
add to and further develop interest 
among young merchants for foreign 
trade, a subject now in foremost promi- 
nence with us here; the merchant will 
then readily comprehend how profits can 
be easily made, without speculation, by 
skillful foreign exchange transactions. 
The present mass of foreign exchange 
figures are Greek to him. Now is the 
time to suggest and install these but nat- 
ural betterments as the dollar is grow- 
ing more and more the medium of world 
commerce and as a great portion of the 
allied fiscal enterprises floated in this 
country are making New York what 
London once wap centre of all over- 
sea commerce. 











The Case of Delaware & Hudson 


Has the Property Been Adequately Maintained? — Increas- 
ing Costs of Operation—Dividends Must Be 
Reduced—Outlook 





By L. R. 


BEECH 





individual, no matter how 
strongly he may be constituted, 
cannot place himself under a 
constant strain and expect that 
he can continue indefinitely to exhaust 
his nervous energy without having to 
reckon with Father Time. No less can 
a railroad extend itself physically and 
financially without accounting for it 
sooner or later. A study of the Dela- 
ware & Hudson situation makes it dif- 
ficult to see wherein that road is in 
any different position today from the 
individual who has abused and injured 
his health. And to carry the analogy 
further, the road has not only retro- 
graded in a comparative sense (we use 
the italics in order that there may be 
no chance of a misunderstanding on 
the part of the reader), but it is facing 
a bigger problem in operation and fin- 
ancing today than it did five or ten 
years ago. 

The D. & H. has one of the longest 
dividend records boasted by any Ameri- 
can corporation. The stock has been re- 
garded as one of the strongest invest- 
ment issues. But it is time some of the 
investors who have held it for long years 
made an examination to determine if 
there has been any change. As a result 
of liquidation preceding the issue of the 
annual report the stock broke precipi- 
tously a week or so ago, reaching the 
lowest price recorded in over a decade. 

Most of the published comments on 
the Delaware & Hudson’s 1916 annual 


‘cag 
Wee 


report have cited the increased cost of 
operation as a reason for the decrease 
of approximately $2,000,000 in net 
available for dividends, as though it 
was a matter of course and a subject 
of no greater significance in the case 
of Delaware & Hudson than in that of 
other roads. But the stockholder should 
seek a more explicit explanation. 


Increased Maintenance 


It may be said that the figures in 
the Delaware & Hudson report shed 
some interesting light on the specific 
reasons for increased operating ex- 
penses and the possibilities of the fu- 
ture in this connection. There appear 
in the income account this year, five 
items under maintenance, of equip- 
ment, which did not appear in 1915 or 
in the nine years prior thereto, namely: 
$97,967 
217,572 
29,103 


Steam Locomotives—Depreciation. ... 
Freight Train Cars—Depreciation. ... 
Passenger Train Cars—Depreciation. . 
Motor Equip. of Cars—Depreciation. 
Work Equipment—Depreciation 


$355,017 


The items in Table III are also inter- 
esting in this connection. 

It should be noted that out of $1,267,- 
537 increase in maintenance of equip- 
ment charges, $1,225,470 was due to 
items appearing in the two tables. 

Of depreciation charges the report 
says: 

“These. depreciation charges com- 
menced on June 1, 1916, and were 
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thereafter accrued at the monthly 
rate of one-sixth of one per cent. of 
the original cost of the equipment, 
the equivalent of two per cent. per 
year. Depreciation charges were 
not considered permissible, in 1915 
and preceding years, for the reason 
that the values at which your equip- 
ment was carried in your accounts 
had been so heavily diminished, 
prior to 1907, by arbitrary credits 
to cost of equipment, that it was, 
as a whole, carried in your balance 
sheet as worth very much less than 
any reasonable estimate of its real 
value. An independent appraisal 


accrual of a depreciation § re- 

serve. Eliminating these deprecia- 

tion charges, in order to permit a 

valid gomparison (and because the 

amounts were not actually ex- 
pended), the real increase in the ex- 
pense of maintenance of equipment 
is seen to have been $912,521.04, or 

24.64 per cent.” 

In future, however, the stockholder 
must look for this item whereas it has 
not entered into consideration as a de- 
duction from earnings available for 
dividends for ten years. Since the de- 
preciation charges commenced on June 
1, it is obvious that they would have 








° TABLE I 
DELAWARE & HUDSON’S FOUR-YEAR INCOME ACCOUNT. 


1916 
RGR ts acaseceensdiadaaunn $26,634,426 
18,867,550 


1913 
$24,153,495 
15,833,414 


1914 
$22,595,028 
15,719,571 


1915 
$23,787,519 
15,503,745 





DEG euacegicagdenctedeedee $7,766,876 
Gross Coal 
635,462 


$8,320,081 
16,045,308 
15,243,616 


$6,875,457 
15,517,042 
14,876,155 


$8,283,774 
15,860,677 
15,084,639 





Exp. and Taxes 
$123,303 


p eoccccccccsccenceccccccs 71,253,226 


$776,038 
1,927,130 


$640,887 
1,910,795 


$801,692 
1,818,132 





ES Te +$9,143,405 
Int., Rents, etc 4,985,033 


$10,939,905 
4,765,169 


$9,427,139 
4,819,276 


$10,986,942 
4,915,502 





Balance 
P. C. Earned on Stock 
Dividends 


$6,174,736 
14.53 
3,825,270 


$6,071,440 
14.28 
3,825,270 


$4,607,863 
10.84 
3,825,270 





From all sources. 


$2,246,170 $782,593 $2,349,466 








completed during 1916, by a com- 
mittee of thoroughly qualified ex- 
perts, determined the real value, 
and as a preliminary to the institu- 
tion of regular charges for deprecia- 
tion, there was a charge to cost of 
equipment of $2,914,535.18, the ex- 
cess over the book value, and a 
credit of the same sum to a deprecia- 
tion reserve. Although charges for 
depreciation may tend to recreate a 
discrepancy between real values and 
the net book values, it was consid- 
ered suitable to defer to the wishes 
of the Interstate Commerce Com- 
mission and to begin the regular 


been larger had they been for the full 
year and therefore we must look for 
an increase in this item in 1917. 


Materials and Labor 


The report states that $388,204 of 
the increase in maintenance of way 
and equipment expenses was due to 
higher prices of materials and $235,- 
619 to higher rates of wages. No re- 
lief can be expected on this score 
during the coming year. In fact, the 
matter is aggravated, especially as re- 
gards the cost of materials. At this 
writing, eight leading steel products 
are selling at an average of $89.35 as 
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compared with $76.17 in January of 
this year, $56.40 in April of last year 
and $43.90 in January of last year. 
Not only is the road faced with in- 
creased charges on account of higher 
material and labor costs, but it must 
apparently begin to make even larger 


the greater efficiency indicated by an in- 
crease in train loads, the Delaware & 
Hudson has fallen short of keeping its 
standard of efficiency abreast of the 
times. 

Further proof of this is added by the 
fact that the road’s hire of equipment 








TABLE II 


DELAWARE & HUDSON’S TREND OF OPERATING EXPENSES 


1914 
$1,721,507 
3,680,23 


1916 
$2,127,853 
4,970,920 
341,580 
9,513,924 
1,180,975 
24,158 


$18,111,095 


Maintenance of Way 

Maintenance of Equipment 

Traffic Expenses 

Transportation Expenses 

General 

Transportation—Cr. .......++++++++: 


1913 
$1,787,614 


1915 
$1,852,166 
3,703,382 
315,992 
8,007,980 
966,403 
22,298 
$14,823,626 


$15,188,851 $15,210,307 








charges for depreciation or, as an al- 
ternative, larger expenditures on the 
addition of equipment. 

This latter point is brought home 
when an examination is made of the 
equipment statistics for the past sev- 
eral years. These reveal that the 
number of locomotives in service de- 
creased from 491 in 1914 to 473 in 
1916, and freight cars from 19,072 in 


item in 1916 showed a debit balance 
of $454,052, compared with a credit in 
1915 of $142,489. 


Maintenance of Way 


Maintenance of way and structures 
for the Delaware & Hudson last year 
cost $2,128,000, an increase of $276,- 
000, despite the fact that only $189,- 
000 was spent for ties as compared 








TABLE III 


Steam Locomotives—Repairs 
Freight Train Cars—Repairs. 
Passenger Train Cars—Repairs. 
Motor Equipment of Cars—Repairs 
Work Equipment—Repairs 

Steam Locomotives—Retirement 
Freight Train Cars—Retirement 
Work Equipment—Retirement 


1915 
$2,053,825.38 
1,715,687.01 
212,921.87 
135.20 
27,901.47 
73,348.23 
164,787.45 
24,919.86 


$4,273,526.47 


1916 
$1,540,539.63 
1,622,982.32 
189,099.12 
1,055.37 
17,333.59 


Inc. 
$513,285.75 
92,704.69 
23,822.75 
*920.17 
10,567.88 
73,348.23 
132,883.53 
24,760.62 





$3,403,073.19 
Net Increase $870,453 








1914 to 18,439. The total tractive power 
of locomotives was increasel slightly 
last year, due to the equipping of many 
engines with superheater boilers, and 
it was owing largely to this increased 
tractive power that the train load, about 
which so much has been said, was in- 
creased. We think that, regardless of 


with $331,000 in 1915. In this matter 
of the replacement of ties, it is inter- 
esting to figure out just how many 
ties the road actually replaced as com- 
pared with the normal accepted stand- 
ard of replacement. The average cost of 
ties last year was about 66 cents, which 
would indicate, on the basis of a total 
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expenditure of $189,000, that about 141 
ties per mile of main track were re- 
placed. When one considers that 
the average life of a railroad tie is 10 
years and that there are about 3,200 
ties to a mile, it would seem that the 
replacement of only 141 per mile is 
very much below what should be the 
normal requirement. The charges for 
replacement of rails also convey doubt 
as to their adequacy, not only for 1916, 
but for preceding years. 

In short, the Delaware & Hudson 
has skimped, apparently for some years 
and to an unusual extent on its main- 








TABLE IV 
DELAWARE & HUDSON RANGE OF STOCK 


Low 
149% 
138% 
139% 
137 


148% 
138% 
138% 
147% 
162 
159% 
149% 
168 
141% 
1235 
189 
178% 
149 
149 
153% 
188% 








tenance of way and equipment, and is 
therefore not in proper physical condi- 
tion. What this means, if it continues, 
needs no comment. 

But the more imminent question for 
stockholders is: Will the road be able 
to make a good start in the matter of 
depreciation, replacement, etc., and 
continue the payment of its 9 per cent. 
dividend? 

The Outlook 


Last year with gross operating 
revenue the highest in history, show- 
ing an increase of $2,847,000 over 
1915, expenses mounted $3,287,000, and 


there was a decrease in net available 
for dividends of approximately $2,- 
000,000, which after the payment of 
dividends, left a margin to surplus of 
only $333,102. 

There is every prospect now that the 
gross this year will equal, if not ex- 
ceed last year. Assuming that it does, 
how is the road to cut down anywhere 
and increase the amount available for 
surplus? If its equipment and road- 
bed were in excellent shape, it could 
easily curtail maintenance, but it is dif- 
ficult to see where this could be done 
without impairing the efficiency of the 
road. 

Cost of conducting operations last 
year increased $1,505,944 and it is 
doubtful if anything can be lopped off 
here for wages are as high, if not 
higher, and they will probably increase 
rather than decrease. 

The relief then, if it comes, must 
come from without. The freight rate 
increase is the one and only hope, but 
even if the Delaware & Hudson gets 
the maximum increase of 15 per cent., 
it is hardly possible that this will off- 
set the continually mounting expenses. 


Conclusion 


To sum up, the road is not in a po- 
sition to encourage the hope that the 
dividend of 9 per cent. can be main- 
tained. The 1917 dividend has already 
been declared out of 1916 surplus, ac- 
cording to the long’ established 
custom of the Delaware & Hudson 
Board. But earnings are now running 
at a rate which, if continued, will not 
show the dividend anywhere near earned 
in the current year. 

The salient facts in the situation all 
point to a reduction in the dividend 
when the Board meets to take action 
at the end of this year, for it does not 
appear that conservatism would war- 
rant the continuation of the: present 
rate under the conditions. The New 
York, New Haven & Hartford, the 
Missouri, Kansas & Texas, the Rock 
Island and others had to pay for their 
failure to keep their properties up to 
the proper standard of efficiency. The 
Delaware & Hudson is not likely to be 
an exception. 

















Huge Steel Earnings 


U. S. Steel, Bethlehem and Republic Iron & Steel—Remark- 
able Profits—Position and Prospects for Their Stocks 





By WALTER McNAUGHTON 





UT for the taxation of excess 
iB profits, to raise part of the 
Rugg revenue needed by the Gov- 
wii ~=8ernment to prosecute the 

war, the steel companies this 
year would probably show the great- 
est profits in their history. 

Just how heavy this taxation is go- 
ing to be, no one knows. That it will 
run into large figures there is no doubt. 
Judge Gary has estimated that the 
Steel Corporation’s taxes will be in- 
creased to between $60,000,000 and 
$65,000,000. At the outside figures 
this is nearly 250 per cent of the 
amount paid in taxes in 1916, approxi- 
mately $26,600,000. The taxes of the 
other steel companies will be increased 
in about the same proportion. 

There is no assurance, however, 
that taxes will not be larger than 
Judge Gary has estimated. He ad- 
mitted to a stockholder at the annual 
meeting a few days ago that there is such 
a possibility. It depends upon the dis- 
position of the lawmakers. If the lat- 
ter are disposed to secure as much 
money as can possibly be expended for 
all purposes, then it seems possible, the 
Judge said in effect, that all the profits 
or earnings of the corporations and all 
the individuals, may be taken away. 
It is, therefore, this uncertainty with 
regard to the limit to which the gov- 
ernment will go in its taxation of cor- 
porations’ earnings, which constitutes 
the greater part of the unusual degree 
of speculativeness that has been in- 
jected into the present market position 
of the steel stocks. A long war would 
mean a virtual duplication of Great 
Britain’s taxation performance. And 
James W. Gerard, our recalled ambas- 
sador from Germany, speaking out of 
first-hand knowledge of conditions in 
that country and its resources, pub- 
licly went on record the other day to 
the effect that it would be a long war. 


Other factors of an adverse charac- 
ter and which many were inclined to 
over-estimate in their effect upon earn- 
ings of the steel companies, have fall- 
en into comparative insignificance be- 
sides taxation. For a while, the ghost 
of low-priced or even dead-loss gov- 
ernment work stalked abroad, but this 
ghost is now vanished. For, while the 
government’s war requisitions will be 
filled at extremely low prices, the total 
tonnage to be supplied the government 
will form but a small percentage of the 
total output of the various participat- 
ing companies. But, the demand of 
the government may be suddenly in- 
creased. 


Inadequate Transportation Facilities 


An adverse factor of much more 
real significance is the matter of 
transportation. Inadequate transpor- 
tation facilities have been responsible 
for the loss of much business. Many 
of the steel companies would have 
made better showings than they did, 
if they could have shipped as much 
steel as they had sold. In the case of 
the Steel Corporation, according to 
one of the directors, if shipments of 
products during the December quar- 
ter could have been made without de- 
lay or interruption, that period would 
have easily produced earnings of $150,- 
000,000 instead of the approximately 
$106,000,000 turned over. 

These three, taxation, transporta- 
tion and low-priced government work 
(in respect to the possibility that the 
present outlined demand may be sud- 
denly increased) are the three adverse 
factors in the steel situation at the 
present time. They should be extend- 
ed the fullest recognition in any con- 
sideration of the present or selling 
values of the steel ‘stocks. Whether 
the steel stocks, taking three of the 
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representative companies in the field, 
United States Steel, Bethlehem Steel 
and Republic Iron & Steel, in the 
prices quoted today on the ticker tape, 
have fully discounted the effect of the 
three factors referred to, is largely a 
matter of opinion at this time. That 


tion’s year, with earnings running at 
the rate they are. 

The unfilled tonnage of the corpora- 
tion on March 31, last was 11,711,644 
tons, a new high record, and a gain 
over February of 134,947 tons. This 
showing was regarded as particularly 








BETHLEHEM STEEL CORPORATION—DIGEST OF EARNINGS 


Net Income 


$43,593,968 
17,762,813 
5,590,020 
5,122,703 
2,063,641 
2,038,979 
2,001,612 


% Earned % Paid Y Earned % Paid 
292.4 7 28 


Preferred Commen 
Surplus 
$38,091,808 
16,719,253 
4,844,620 
4,577,303 
2,063,641 
2,038,979 
2,001,612 


6.3 

119.2 7 112.5 
5 32.6 

5 27.5 

6.9 

68 

6.6 


30 








opinion is divided, but the majority 
seems to hold that present prices are 
virtually ex the three factors. The 
present position of these three compa- 
nies, with regard to earnings and out- 
look, their cash and working capital 
is set forth briefly in the following. 


The Steel Corporation 


Earnings of the United States Steel 
Corporation are estimated to have 
amounted to between $110,000,000 and 
$115,000,000 for the first quarter of the 
current year. This would compare 
with $60,700,000 in the corresponding 


good, because for some time the cor- 
poration has been discouraging the 
taking of new business owing to the 
congested condition of the mills. Not- 
withstanding, current estimates are 
that unfilled orders at the end of April 
will disclose a figure in excess of 12,- 
000,000 tons, but in all probability this 
swelling of the figure will be account- 
ed for by government orders. 


Use of Vast Cash Resources 
The question currently uppermost 


in the minds of the followers of this 
stock is what is going to be done with 








REPUBLIC IRON & STEEL—DIGEST OF EARNINGS 


Balance 
for Dividends 
$14,789,163 
3,515,819 
1,028,748 
3,101,300 
2,233,576 
1,953,442 
2,902,916 


Total 
Year Income 
1916 ...... $16,893,212 


1915 .... 622, 
1914 ...... 2,407,552 
1913 ...... 5,025,282 
1912 ...... 3,615,308 
3,323,402 


W911 2.00. 
1910 ...... 4,227,369 


% Earned % 
59.16 1 
14.06 


11.61 


Preferred Comm 


on 
Paid %Earned % Paid 
8 47.67 


1% 
6.50 eee 
0.56 
4.97 
1.78 
0.75 
4.24 


Surplus 
$9,881,298 
2,328,319 


203,442 
1,233,120 








quarter of 1916, or an increase of about 
$50,000,000, taking the lower figure of 
current estimates. If taxes for the 
year are kept within the bounds esti- 
mated by Judge Gary, the gain in 
earnings of the first quarter of 1917 
over 1916 first-quarter earnings would 
come within about $15,000,000 of pay- 
ing the corporation’s 1917 taxes. It 
would appear, therefore, that taxes un- 
less increased, would be a compara- 
tively negligible item in the corpora- 


the huge and steadily expanding cash 


resources of the corporation. It is 
estimated that the item of cash loans 
has increased to about $240,000,000 
since the beginning of 1917 and that 
cash assets are now about $320,000,000. 
In some quarters it is believed that 
preparations are being made to retire 
the sinking fund 5s of the corporation, 
of which there are $181,854,000 out- 
standing and which may be retired on 
any interest date at 110. This belief 
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obtains, notwithstanding a denial that 
such plans were under way. Bankers 
who have much to say regarding the 
corporation are reported to be more 
or less insistent upon the point that 
these bonds are to be retired and that 
subsequently some of the remaining 
surplus will be used to retire subsidiary 
issues. 

The retirement of bonds of sub- 
sidiaries which are callable at 110 and 
105 has been suggested several times, 
but the sum total of these bonds is 
not large enough to make the trans- 
action of special object at this time, 
but it has served to bring up the mat- 
ter of retiring the 5s. The latter’s 


and an extra dividend of 134 per cent. 
Many investors regard Steel common 
as on a 7 per cent dividend basis, but 
there is absolutely no assurance that 
the regular rate will be increased over 
the present 5 per cent. The most rea- 
sonable thing to look for would be a 
series of extra dividends while the 
eriod of high prosperity endures. 
~—— Gary at the annual meeting, ex- 
pressed the hope that the dividend 
would never again be passed, but he 
added that he could not say that it 
would not, having in mind, no doubt, 
the periods of depression that the in- 
dustry has always been subject to. 
With earnings in the current year 


RANGE IN PRICE OF COMMON STOCKS 


U.S. STEEL. 


“ ‘3 "4 


Note: 1917 prices after stock dividends, 
accomplishment would result in a sav- 
ing of interest and sinking funds an- 
nually that would be equivalent to 
about 2 per cent on the common stock. 
Common stockholders would prob- 
ably view such action with greater 
favor than they would the setting aside 
of a $25,000,000 dividend reserve fund, 
as has been intimated would be done. 


Steel’s Dividends 


As to the question of dividends, it is 
pretty difficult to say what the atti- 
tude of directors will be in the future 
on this subject. Last January, the com- 
pany declared the regular quarterly rate 
of 1% per cent on the common stock 


BETHLE HEM 


1910 "Ii “I2 13 I 


REPUBLIC |. & S. 


"“ "3 "14 15" 


estimated in conservative quarters at 
above $400,000,000 and possibly near 
the $475,000,000 mark as against the 
$333,000,000 of operating net profits in 
1916; with prices for steel still climb- 
ing and adding assurance as it were, to 
earnings of that proportion; with the 
“water” which was injected at the 
time of organization, squeezed out and 
replaced by assets equal to $128 a 
share on the common, up to the pres- 
ent time, and with the prospects that 
additional assets to the amount of $25 
a share may be added this year, the 
common stock of the Steel Corpora- 
tion, at around the present price of 112 
would certainly appear not only to 
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have fully discounted all adverse fac- 
tors on the remaining 1917 horizon 
but to be actually selling below what 
it is intrinsically worth. 


Bethlehem Steel’s Earnings 


Earnings of the Bethlehem Steel 
Corporation, which ranks as the sec- 
ond largest steel company in the U. S. 
are currently running above the av- 


stock was $286.30 a share on the old 
stock. If the corporation earns as 
much for its common this year as it 
did in 1916, the surplus for the new 
common should be equal to about $143 
for the two years. 

Bethlehem Steel is making rapid 
progress in clearing up its foreign 
war contracts and it is expected that 
this slate will be wiped clean by the 








TABLE SHOWING PRESENT PRICE PER TON OF EIGHT PRODUCTS USED IN CALCU- 
LATING AVERAGE PRICE SINCE 1911. 


Steel 
Beams 
84.00 
57.04 
29.12 
25.76 
35.39 
29.57 
29.34 


+ $32.75. 


Ave. 
Range 
86.13 
58.99 
32.83 
30.97 


Bessemer 
Iron 
39.95 
23.89 
15.82 


Tin 

Plate Billets 

179.20 70.00 

118.75 43.95 
71.45 22.44 
13.69 19.24 
79.52 25.79 
77.28 22.40 
16.16 21.46 








erage of last year, although the 
company is now engaged largely on 
domestic orders. Net profits of the 
corporation in the first two months of 
the present operating year were 
approximately $11,000,000 which is at 
the rate of about $66,000,000 a year, or 
about $110 a share on the new stock. 
This excellent showing was made des- 
pite the fact that the corporation was 


middle of the year. This means that 
the Russian shell contract, which was 
guaranteed by the British Government 
and which was responsible for the re- 
cent issue of $50,000,000 of notes by 
the corporation, will then be out of 
the way. 


Depreciation in 1917 and 1916 
One bright feature of the current 








TABLE SHOWING UNFILLED TONNAGE AT END OF EACH MONTH DURING LAST 4 
YEARS 


1917 


11,474,054 
11,576,697 
11,711,644 


1915 1914 
4,248,571 
4,345,371 
9,331,001 4,255,749 
9,829,551 4,162,244 
9,937,798 4,264,598 
9,640,458 4,678,196 
9,593,592 4,928,540 
445 


9,660,357 4,908, 
22,584 5,317,618 
6,165,452 
7,189,489 
7,806,220 


1916 
7,922,767 








considerably hampered by inadequate 
transportation facilities. 

Net earnings for 1917 give indica- 
tions of being as large if not larger 
than they were in 1916. The surplus 
available in that year on the common 


year’s operations is the fact that de- 
preciation charges will be much less 
than they were in 1916. The 1916 
depreciation charges might be charac- 


heavy. They 
or an equival- 


terized as excessivel 
amounted to $14,350,7: 
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ent of nearly $100 a share on the old 
common stock. In contrast, the Steel 
Corporation’s depreciation charges 
amounted to only about $32,700,000 or 
less than 10 per cent of net earnings, 
compared with Bethlehem’s 23 per 
cent ratio. Bethlehem’s total charges 
for depreciation, replacement, etc. 
were 848,700 or an equivalent of 
$178.70 a share on the old common. 
Bethlehem Steel “A” stock outstand- 
ing amounts to 150,000 shares against 
450,000 shares of the “B” issue. The 
former carries control. Of the “A” 
stock Charles M. Schwab and his asso- 
ciates carry 90,000 shares or about 60 


mon. Earnings for the first quarter 
are estimated to have added $15 a 
share to the book value of its common, 
making $155. 


“B” Stock Selling Out of Line” 


Bethlehem “B” stock selling around 
$118 a share with earnings running at 
$110 a share on the $60,000,000 of com- 
mon, looks to be out of line. Deduct- 
ing the $100 paid in and adding the 
premium on the “A” stock, the “B” 
stock is selling on a basis of $409 for 
the old stock, which compares with the 
high record of $700 a share made by 
that stock, a price which the state- 














UNITED STATES STEEL CORPORATION 


Net Surplus for Dividends and Percentage on Preferred and Common Stocks Since Organization 


Net 

Year Earnings 

De Sha aaceaenwddcudeesdesctiacte $333,574,177 
SE. Gabvesrnsneveseces a a 130,396,011 
BEE ceded ans Weecsunbenecceemeuen 71,663,614 
BE, Sidekcccnbcmeres ranepebeesee 137,181,345 
BN  okécuvuwccukerétsccseevakecus 108,174,672 
BE! i bcpnvdincatesusestetweienses 104,305,464 
ee eee Ce 141,054,754 
BD puchn<easskéseeteseveynedoous 131,491,413 
ins cantina eedisretraceneesaes ee 91,847,710 
BE ich cthutdwaenshvestedanenns 160,964,673 
Dc kcdknrgeteuisdudeueshesbounts 156,624,273 
TEE. ok00n bc andscsccuntcoteedvende 119,787,658 
MD iiss haoebaecwendedetanetanekess 73,176,522 
BE ea dbnesccuchidesss4eussesances 109,171,152 
BE. hd devcues ss ueenssscsgietseees 133,308,764 


TOPE Pe Ree ee eee eee eee eee 






*Nine months. 


Surplus % On Y% Bal. Ave. 
Dividends Pfd. Stock for Com. 
$271,531,730 75.4 48.5 
75,833,832 20.8 9.9 
23,496,768 65 _ 
81,216,986 22.5 11.0 
54,240,049 15.0 5.7 
55,300,296 15.4 5.9 
87,407,187 24.3 12.2 
79,073,695 21.9 10.6 
45,728,713 12.7 40 
104,565,564 29.0 15.6 
98,128,589 272 143 
68,585,493 19.0 8.5 
30,267,529 8.4 10 
55,416,654 15.4 49 
90,306,525 25.0 10.7 
60,600,108 168 6.6 














per cent., leaving 60,000 shares avail- 
able for trading, and of this latter the 
bulk is held by people who have been 
shareholders for years, which of course 
tends to reduce further the available 
supply. Incidentally, this seems to ex- 
plain the selling margin between the 
“A” and “B” stock. 

In the balance sheet of the Bethlehem 
Steel Corporation, there was shown a 
net property account of $131,983,000 
after deduction of $46,948,000 for re- 
serve for depreciation, relining of fur- 
naces, etc. This appears to be a most 
conservative valuation. This net 
property valuation and excess of cur- 
rent assets are equal to par for the pre- 
ferred and all bonds outstanding and 
about $140 a share for the new com- 





ment of the corporation for last year 
seems to have justified. 


Republic Iron & Steel 


The Republic Iron & Steel Company 
commenced its current year with its 
corporate slate wiped clean of divi- 
dend arrears and with sinking fund re- 
quirements anticipated for 1917 and 
1918. In point of earnings Republic is 
running practically on a level with the 
Steel Corporation. 

In 1916, the Republic earned for its 
common stock $47.67 a share compared 
with $48.46 a share earned by the Steel 
Corporation. In the last quarter of 


1916, Republic’s earnings were run- 
ning at a rate in excess of those of the 
Steel Corporation. 


In that quarter, 
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Republic earned at the rate of $69.50 
a share for its common against Steel’s 
earnings at the rate of $66.40 a share. 
When it is recalled that the Republic 
Iron & Steel Company met with serious 
losses early in 1916 due to labor 
troubles, the progress of the company 
to date may be regarded as truly re- 
markable. 
Current Earnings 

Current earnings of the company 
are running at a rate indicative of 
about $58 a share for the common 
stock. For the quarter ended March 
31, the company showed net earnings 
of $5,877,856 and net profits of $5,573,- 
778. Of this $1,021,598 was reserved 
for the probable excess profits tax. 
After all deductions and preferred 
dividends, surplus remaining was $3,- 
909,777, an equivalent of $14.40 a share. 
This does not include work for the 
government of which Republic will 
handle a substantial share. The com- 

any’s plants are in excellent operat- 


ing condition and admirably suited for 
the kind of work the government is 
likely to place with the company. 
Against its outstanding $27,191,000 
of common stock the company had, at 
the Sager of the year, net working 


assets of $19,721,000 and at the cur- 
rent rate of earnings it is safe to as- 
sume that the company will add some 
$5,000,000 to its surplus by the end of 
the first six months, thus giving it net 
working assets that would be within 
about 2% million dollars of the com- 
mon stock outstanding or exceeding by 
about $3,300,000 the present market 
value of that stock. 


Outlook for Common 


The outlook for the preferred and 
common stocks of this company is per- 
haps the brightest it has ever been. 
At 80, the stock yields a return of about 
7% per cent, having been placed upon 
a 6 per cent basis by the payment of 
the initial dividend of 1% per cent last 
February. The action of the stock 
market-wise since the prospect of a 
heavy war tax materialized, has led to 
the belief that at current levels this 
adverse development has been fully 
discounted. 

This coupled with the fact that the 


company is in excellent condition, fin- 
ancially and physically, that it has net 
working capital in excess of $20,000,- 
000 at the present time, that its past 
prosperity was not based on war busi- 
ness (having done less than 7 per cent 
of war steel business out of its total 
business in 1916), that the company is 
well placed with regard to its ore re- 
serves and in excellent position to com- 
pete for the large business after the 
war on reconstruction account, should 
bring about a steady appreciation in 
the market valuation of the common 
stock. 


Brief General Summary 


To the extent that the above three 
companies may be considered in the 
same light, and to the extent that these 
three companies are representative of 
the steel industry generally in this 
country, the outlook for the steel 
stocks is bright. This, notwithstand- 
ing the probability of a heavier war tax, 
as time progresses, than is now gen- 
erally anticipated. At current prices 
the stocks have pretty thoroughly dis- 
counted the adverse factors of taxa- 
tion (as it stands in the government’s 
mind today), inadequate transporta- 
tion facilities and low-priced govern- 
ment work at the expense of side- 
tracking temporarily some of the 
high-price contract work on _ the 
books. 

Prices are still going higher and it is 
just as difficult now to predict the 
apex of steel prices as it was six 
months ago. It should be remember- 
ed, however, that the time to the 
“peak” is growing steadily shorter. 
That there will be a violent decline in 
prices seems to be against all reason. 
All present indications and the almost 
“dead certain” big demand for steel on 
reconstruction account abroad, to- 
gether with the demand in the United 
States by the railroads and others 
whose requirements in the past have 
been grossly neglected, are against a 
violent decline in prices. They argue 
rather for a gradual tapering off of 
prices to the normal, a process that 
may be stretched over a period any- 
where from five to ten years. 








—————————— 
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RAILROADS 





Atlantic, Gulf & West Indies.—Balance 
sheet, as of Dec. 31, 1916, shows a profit and 
loss surplus of $14,676,088. The balance of 
$7,485,672, after preferred dividends, is 
equivalent to $50.02 a share earned on 149,- 
634 shares of common stock outstanding. 


Baltimore & Ohio.—Statistical statements 
and calculations made by the management 
of this company have been submitted to the 
I Comm. to show that unless the road 
is allowed to increase its freight rates prac- 
tically all of its surplus applicable to the 
dividend on the common stock may disap- 
pear by the end of 1917. This shows the 
severity with which the operation of the 
eight-hour law will fall on this road, with the 
additional cost of material and other neces- 
sary expenses added. In the last six months 
of 1916 the company earned a surplus ap- 
plicable to dividends of approximately $7,- 
000,000, but it is contended that this cannot 
be maintained in the face of the high cost 
of all that the company uses and the greater 
sum it must pay its trainmen. 

Boston & Maine R. R.—Reorganization 
bill has been passed by the New Hampshire 
House of Representatives without a dissent- 
ing vote. The bill was sent from the House 
to the Senate. 

Canadian Pacific.— Report, six months 
ended Dec. 31, 1916, shows gross earnings 
of $76,717,900. This includes earnings from 
the railway and from lake and ocean steam- 
ers. Expenses of operation were $45,843,- 
100. Net earnings were $30,840,700. After 
deducting fixed charges $5,132,500 there re- 
mained a surplus of $25,742,200. 

Chicago, Milwaukee & St. Paul—In addi- 
tion to the contract for the purchase of 
energy from the Intermountain Power Co. 
for electrifying its Washington lines from 
Othello to the Cascades, the company has 
also signed a contract for energy for the 
electrification for the lines west of the Cas- 
cades, this power to be purchased from the 
Puget Sound Traction, Light & Power Co., 
which has a large amount of surplus power 
for sale. Eight sub-stations will be erected 
in connection with the electrification of the 
Washington lines. i 

hicago, Rock Island & Pacific—Has 
eake Trust Co. certificates of deposit 
for capital stock, second installment paid. 

Delaware & Hudson.—Annual report, 
year ended Dec. 31, 1916, shows: Gross 
(R. R.), $26,634,426, against $23,787,519 last 
year; net (R. R.), $7,766,876, against $8,283,- 


774 last year; gross (coal), $15,758,765, 
against $13,860,677 last year; net (coal), 
$123,303, against $776,038 last year; total in- 
come (all sources), $9,143,405, against $10,- 
986,942 last year; surplus after charges and 
dividends, $333,102, against $2,246,170 last 
year. The balance available for dividends, 
$4,158,372, is equal to $9.78 a share earned 
on 425,030 shares of capital stock, com- 
pared with $14.28 a share earned in 1915. 
Balance sheet, as of Dec. 31, 1916, showed 
profit and loss surplus of $21,046,651, com- 
pared with $20,711,152 last year. 


Erie—Balance sheet, as of Dec. 31, 1916, 
shows a profit and loss surplus of $33,803,- 
704, compared with $33,599,223 Dec. 31, 1915. 
Report for the year showed surplus after 
charges amounting to $6,027,664, a decrease 
of $2,208,377, compared with the 1915 sur- 
plus. After allowing for dividends on the 
first and second preferred stocks and, de- 
ducting $881,920 applied to sinking and other 
reserve funds, the balance was equivalent 
to $2.30 a share on 1,123,789 shares com- 
mon stock. 


Grand Trunk.—Report, year ended Dec. 
31, 1916, shows: Gross, £9,819,700 against 
£8,292,688 last year; operating income, £2,- 
591,700 against £1,781,431 last year; other 
income, £62,400 against £373,200 last year; 
surplus after charges and dividends, £4,800 
against £10,704 last year. 


Green Bay & Western.— Report, year 
ended Dec. 31, 1916, shows net income 
amounting to $290,973, an increase of $2,041 
over the preceding year. After providing 
for dividends on the $2,500,000 capital stock 
and on the $600,000 series “A” debentures, 
the balance, $135,973, is equivalent to $19.42 
on each of the 7,000 series “B” debentures 
of $1,000 denomination. 

International Mercantile Marine.—All the 
company’s ships sailing under the British 
flag have been requisitioned by the British 
Government. About 90% of the fleet sails 
under British register, but some of them 
had been taken over by the Government 
previous to the order. Although ships com- 
mandeered by the British Admiralty are 
operated under secret orders, it is under- 
stood that the owners receive from the 
Admiralty $10 for every ton of freight trans- 
ported across the Atlantic. The rate charged 
in the open market is $100. These two fig- 
ures compare with a rate of $4 which pre- 
tee poeta to the outbreak of the war 
in § 
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Long Island.—This company and the 
Pennsylvania R. R. Co. applied to the N. Y. 
Second Dist. P. S. Comm. for authority to 
increase the capital stock of the former from 
$12,060,000 to $40,000,000 and to issue not 
exceeding $25,477,863 of the increase. The 
Long Island also asked authority to issue 
$5,202,100 in 5% debenture bonds to be de- 
livered to the Pennsylvania in part pay- 
ment of sums advanced by the controlling 
road. The Pennsylvania asked authority to 
acquire all of the new stock to be issued 
by the Long Island in settlement of the 
remainder of the sums advanced, and to 
acquire all or any part of the existing stock 
of the Long Island it does not already own. 


Louisville & Nashville.—Report, year 
ended Dec. 31, 1916, shows net earnings 
amounting to $16,962,810, an increase of $8,- 
825,909 over the preceding year. Gross oper- 
ating revenues amounted to $64,928,120, as 
compared with $54,626,979 in 1915. Earn- 
ing $23.72 a share on 719,172 shares of out- 
standing stock, the company was able to 
add $16,962,810 to profit and loss account, 
compared with $8,136,902 the year before. 


National Rys. of Mexico.—Report, year 
ended Dec. 31, 1916, shows gross earnings 
of $22,441. These figures compare with 

ross earnings of $1,776,982 for 1915, $34,- 

73,341 for 1914 and $57,370,282 for 1913. 
Operating expenses were $418,340, leaving a 
deficit for the year of $395,889, compared 
with a deficit of $45,487 for 1915, and net 
earnings of $2,379; and $21,126,000, re- 
spectively, for 1914 and 1913. The profit 
and loss deficit for 1916 amounted to $67,- 
324,263, compared with a surplus of $98,963 
for 1913, a surplus of $567,052 for 1912 and 
$1,015,237 for 1910. 


New York Central.—A new railroad from 
Hartford, Ohio, to Farrell, Pa., touching 
Sharon, Pa., will be constructed. It will 
mean less freighting miles between the 
Shenango Valley and Lake Erie ore ports. 
Company has asked for authority to issue 
$10,000,000 444% refunding and improvement 
mortgage bonds. 


New Orleans Great Northern.—Balance 
sheet, as of Dec. 31, 1916, shows a profit 


and loss surplus of $739,413. Company’s 
1916 surplus after charges of $287,003 is 
equal to $3.82 a share on 75,000 shares of 
capital stock. 


Panliandle & Western.—Incorporated in 
March, 1917, in Oklahoma, with a capital of 
$300,000, to build a line from Hooker, Okla., 
westward to a joint at or near Kenton, 
Okla., about 65 miles. 


Pennsylvania.—Has listed $60,000,000 gen- 
eral mortgage 444% bonds, series A, due 
June 1, 1965, “when issued.” 


Pere Marquette—Owners of the company 
filed at Detroit, Mich., mortgages of $30,- 
450,000. 


Philadelphia, Baltimore & Washington.— 
The 1916 surplus after charges of $4,021,539 
is equivalent to $7.60 a share earned on 
528,739 shares of capital stock. 


Reading.—Has placed orders for 2,000 
freight cars as follows: 500 box cars with 
American Car & Foundry Co.; 500 box cars 
with the Pullman Co.; 500 gondolas with 
the Standard Car Construction Co., and 500 
gondolas with the Pressed Steel Car Co. 


St. Louis-San Francisco.—Made applica- 
tion to the N. Y. Stock Exchange to list 
$93,398,500 of its prior lien mortgage bonds, 
series A, due July 1, 1950; $25,000,000 prior 
lien mortgage bonds, series B, due July 1, 
1950; $40,547,800 adjustment mortgage bonds, 
series A, due July 1, 1955; and $35,192,000 
o— mortgage bonds, series A, due July 


Seaboard Air Line.—Has taken over the 
Tampa & Gulf Coast R. R. and the East 
& West Coast R. R. The former runs from 
Tampa to St. Petersburg, Fla., 55 miles, 
with a branch about 25 miles long from Tar- 
pon Springs to Port Richey. The other 


road runs from Bradentown to Arcadia, 
Fla., 50 miles. Both have direct connec- 
tions with the Seaboard system. 

Western Maryland.—N. Y. Stock Ex- 
change has stricken from the list the old 
preferred and common stock. 





= 





INDUSTRIALS 





Acme Tea.—Sales, five weeks ended April 
7, 1917, totaled $2,385,073, compared with 
$1,761,643 for the correspending period the 


previous year. This indicates an increase 
of $623,429, or 35.39%. 


American Car & Foundry.—Company’s 
fiscal year ends April 30 and all the muni- 
tions profits will be included in the financial 
_— to be concluded the last of April. 

t seems probable that munitions profits will 
run better than $4,500,000, or $15 or more 
on the $30,000,000 common stock. 


American Ice Securities. —N. Y. Stock 
Exchange has stricken from the list and 
called for redemption 6% 20-year debenture 
bonds, due 1925. 


American International Corp.—R ep ort, 
year ended Dec. 31, 1916, shows consolidated 
income account as follows: Earnings from 
operations, $3,337,450; total income, $3,483,- 
943; surplus after dividends, sundry adjust- 
ments and debit balance of Dec. 31, 1916, 
$1,923,539. Net earnings of $2,483,943 are 
equivalent to $5 a share on 490,000 shares 
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of common stock, after providing for pre- 
ferred dividends at the rate of $3 a share 
on 10,000 shares of preferred stock. 


American Locomotive.—Orders for 58 en- 
gines placed with this company will add, at 
the current prices for motive power equip- 
ment, over $2,500,000 to the total business 
on the company’s books. These engines 
are for delivery in the first quarter of 1918, 
American Locomotive has already been sold 
up throughout the year. Out of a total of 
about 600 foreign engines contracted for, 
about 200 are for delivery in 1918. The 
value of these may be estimated at over 
$6,000,000. 


American Smelting & Refining. — Com- 
pany’s Tacoma plant, with a capacity of 
6,000 tons of copper per month, will have 
a capacity of 7,500 tons a month when en- 
largements are completed early in July. Part 
of this output will be supplied to the U. S. 
Government at approximately 16 cents a 
pound, half the current market price. 


American Woolen.—Has received an or- 
der for about $1,500,000 of overcoatings for 
the army. It calls for 425,000 yards of the 
highest grade melton at $3.54 a yard with 
final deliveries about five months trom date. 
The company still has to hear from the 
Government blanket order, which calls for 
150,000 blankets, upon which it bid $5.09 a 
blanket. 


Barrett Co.—Has listed subscription re- 
ceipts for preferred and common stock, 25% 
paid and full paid. 


Bethlehem Steel.—Beginning May 1 a 10% 
increase in wages will be given the men. 
The number of men involved is in the neigh- 
borhood of 50,000. This is the fifth wage 
increase granted by the company since Au- 
gust, 1916, making 50% in all. The author- 
ization of $200,000,000 bonds does not mean 
that they are to be issued at once. Charles 
M. Schwab, chairman of the Bethlehem Steel 
Corp., stated; “none of the bonds will be 
issued for a year at least. Thereafter they 
will be sold from time to time if the con- 
struction plan of the Bethlehem Corp. re- 
quires such action.” 


Central Foundry.—Report, year ended 
Dec. 31, 1916, shows consolidated income 
account of this company and Central Iron 
& Coal Co. as follows: Net, including other 
income, $971,106; surplus after charges, 
$675,710. Balance sheet, as of Dec. 31, 1916, 
shows a profit and loss surplus of $524,360, 
compared with $254,561 Dec. 31, 1915. 


Crucible Steel.—Declared an extra divi- 
dend of 3% on account of back dividends 
on the preferred stock, payable May 19 to 
stock of record May 6. This compares with 
2% declared on that account in March and 
brings the total in 1917 on account of back 
dividends to 104%, reducing the amount 
owing on account of back dividends to 6%. 


Eddystone Ammunition.—No orders for 
shells for the United States Government 
have been received by this company. Some 
time ago the plant was placed:-at the dis- 
posal of the Government, but no decision 
has yet been announced as to the Govern- 
ment’s disposal of the facilities offered. The 
contract for Russian shells will be com- 
pleted in a few weeks and the plant will 
then have a large capacity available for 
Government work. 


General Electric—Balance sheet, as of 
Dec. 31, 1916, shows a profit and loss sur- 
plus of $34,160,753, compared with $23,692,- 
871 Dec. 31, 1915. The surplus after charges 
of $18,589,528 is equivalent to $18.31 a share 
earned on 1,015,125 shares of capital stock, 
against $11.56 a share earned in 1915. 


Kelly-Springfield.— Ground was broken 
for the new tire plant of this company at 
Cumberland, Md. This plant when com- 
pleted will have a capacity at least four 
times that of the combined Akron, Wooster 
and Buffalo plants. 


Lackawanna Steel.—The surplus for the 
quarter ended March 31, 1917, is equal to 
$15.07 a share on 350,965 shares of common 
stock, or at the annual rate of $60.28 a share. 


Midvale Steel & Ordnance. — Has listed 
$45,652,000 20-year collateral trust 5% con- 
vertible sinking fund bonds with authority 
to add $84,000 in exchange for outstanding 
temporary bonds, and a further $883,000 
bonds prior to Jan, 1, 1918, when sold, mak- 
ing the total amount listed $46,619,000. 


National Conduit & Cable—The 175,000 
shares of stock offered at $35 have been 
twice oversubscribed and the books have 
been closed. 


Peerless Truck & Motor.—The new model 
eight-cylinder Peerless car has been well 
received by the public and difficulty has been 
experienced in producing a sufficient num- 
ber to supply the demand. New buildings 
are now practically completed which in- 
crease the manufacturing facilities at Cleve- 
land more than 25%. 


Saxon Motor Car.—Shipments of this 
company in March were 3,268 cars, com- 
pared with 2,604 in March, 1916. Shipments 
in March were the largest of any month 
since the organization of the company, with 
the exception of April, 1916, when the total 
reached 3,405. March was the fourth month 
in which car shipments exceeded 3,000, the 
other three being April, 1916, the record 
month; June, 1916, with 3,122 cars, and 
December, 1916, with 3,016 cars. Saxon Mo- 
tor in the calendar year 1916 shipped 28,148 
cars, compared with 18,755 in 1915 and 7,323 
in 1914. 

Sears, Roebuck & Co.—Sales in March 
totaled $16,412,571, an increase of $4,389,823, 
or 36.51%. For three months ended March 
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31 the sales total $45,341,01, an Sincrease of 
$11,642,591, or 34.55%. 


United Cigar Stores—Declared a regular 
quarterly dividend of 2% on the common 
stock. This is an increase in the annual rate 
to 8%. The company has paid 7% since 
Aug. 16, 1912. Income account, year ended 
Dec. 31, 1916, shows the combined results 
of operations of the parent company and 
its subsidiaries as follows: Net profits, 1916, 

059,933; balance after dividends on pre- 
erred stock, $2,743,000; surplus after divi- 
dends on common stock, $841,703. Consoli- 
dated balance sheet, as of Dec. 31, 1916, 
shows a profit and loss surplus of $3,231,661. 
The balance after preferred dividends of 
$2,743,000 is equivalent to $10.09 a share 
earned on 271,620 shares of common stock 
outstanding. 


United States Steel—The amount of com- 
mon stock held abroad at the end of the first 
quarter of 1917 is only 8,249 shares less than 
the total as of Dec. 31, 1916. Unfilled ton- 
nage statement showed 11,711,644 tons as 
of March 31, 1917, against 11,576,697 Feb. 
28, 11,474,054 Jan. 31, and 9,331,001 March 
31, 1916. Since April 1, 1901, to Dec. 31, 
1916, it has spent or appropriated more than 
$1,500,000,000 for new construction, depreci- 
ation and sinking funds and ordinary repairs. 


Wages and salaries of workers receiving 
$2,500 a ys or less will be increased 10% 
on May 1. This is the fourth wage increase 
voted by the corporation since Jan. 1, 1916, 
each being of 10%. 


Western Electric Co., Inc.—Filed at Tren- 
ton its amended certificate of charter, show- 
ing that the capital has been increased from 
$15,750,000 to $30,750,000. The stock is of 
300,000 sharés of preferred at $100, and 
common consists of 150,000 shares of no 
nominal or par value. 


Willys - Overland. — Received orders for 
4,500 Curtiss aeroplane motors. This work 
can be profitably handled in connection with 
regular output of cars. 


Wilson & Co.—Earnings in February, 
1917, are in excess of $800,000, after allow- 
ance for interest charges on $15,000,000 of 
bonds. This means that net for the first 
two months of 1917 amounted to over $1,- 
625,000 after fixed charges. After allowing 
$116,000 preferred dividend requirements for 
the two months’ period, this leaves a little 
over $1,500,000 for the $20,000,000 of com- 
mon, or $7.50 a share. Earnings of $7.50 
a share for the common for first two months 
of 1917 compare with $21 a share for the 
full year 1916 and a little over $8 in 1915. 
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In response to a constant and growing demand, we have inaugurated a new 
department, THE MAGAZINE OF WALL STREET SPECIAL ANALYTICAL 


SERVICE BUREAU. 
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quote you an estimate of the cost of an analytical report. 
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Railroad and Industrial Inquiries 





Advance-Rumely Co. 

E. W. W.—The first annual report of the 
Advance-Rumely Co. is quite satisfactory. 
We regard the stock as a good, long pull 
semi-speculation. The company’s position 
appears to be steadily improving and, since 
the company controls valuable patent rights 
and manufactures a well-known line of agri- 
cultural machinery, it is in a position to get 
and hold business. The trouble heretofore 
has been financial, but the reorganization 
provided it with new funds last year. The 
liability which appeared on the balance 
sheet at the time the company was reorgan- 
ized was a reserve against loss on realiza- 
tion of assets taken over from the reor- 
ganization committee, and other contingen- 
cies. The reason this has been reduced by 
some $1,750,000 during the year is that the 
company has been very successful in the 
liquidation of the farmers’ notes taken over 
when it began business, and the loss sus- 
tained in the liquidation of these old notes 
has been charged against the reserve. The 
reserve which the company charged for de- 
preciation, etc., we judge to be very ample. 


Goodrich and Others 


M. B.—Goodrich Rubber is not as desir- 
able a purchase as some of the steel, equip- 
ment or railroad issues at this time, and we 
prefer to recommend the latter for specula- 
tion. U.S. Steel, American Smelting & Re- 
fining, American Locomotive, Chicago, Mil- 
waukee & St. Paul, Union Pacific or Repub- 
lic Iron & Steel should show very substan- 
tial profits in the near future. The trend 
of the market should continue upward and 
these stocks appear to offer the best pos- 
sibilities of any on the list, because they 
have apparently been accumulated by large 
interests, who are prepared and ready to 
operate on the bull side of the market. The 
motive for an upward movement at this 
time is, we believe, the expectation that 
U. S. Government orders will bring large 
profits to companies engaged in the manu- 
facture of steel and in the producing of raw 
materials. 


Central Leather 

L. B. Q., Norfolk, Va.—Central Leather 
preferred’s position has been so materially 
strengthened in the last two years that the 
stock may justifiably be regarded as estab- 
lished in a class with the higher grade in- 
dustrial preferred investment issues. The 
speculative possibilities here are limited 
though, and in the light of present investment 
conditions and comparing the price you paid 
for this stock with that of other equally as 
desirable investment stocks, we think you 
could advantageously exchange into some- 
thing else, and we recommend National 
Biscuit common, now selling around the 


same price as Central Leather preferred and 
also paying 7% dividends. National Biscuit 
common is also in a strong position and is 
entitled to the highest rank as an industrial 
investment stock. It is on a par with pre- 
ferred issues becatise of its dividend record 
and at the same time it possesses attractive 
features from a speculative standpoint since 
there is always the chance of an increase in 
the dividend rate or of extra distribution. The 
stock is now selling at a comparatively low 
price, and there is no particular reason for 
it. The company should benefit, if any- 
thing, by a return of peace, for it is handi- 
capped now to a certain extent on account 
of the high cost of its raw materials, such 
as lard, flour, etc. 


Pere Marquette 
D. S., New York City—Pere Marquette, 
after showing continual deficits since 1911, 
earned 2.33% on the first preterred stock 
in 1916. The road has been put through 
a drastic reorganization and has no doubt 
been very much benefited thereby, but we 
think that its rehabilitation will take a long 
time. We do not favor the purchase of 
this security at this time, especially the com- 
mon stock. It must be borne in mind that 
the earnings of the railroad have been ab- 
normal and that it is now encountering 
the difficulties of higher material and labor 
costs. Under less favorable conditions, earn- 

ings may be materially reduced. 


Three Rails 

L. R. G., N. Y. City—Atchison, Topeka 
& Santa Fe common stock is one of the 
highest grade issues of its character avail- 
able. We recommend that you hold it. 

Reading Company common you pur- 
chased at a pretty high price. Over a 
period of years, we do not doubt much that the 
stock will show you a profit, but in the 
meantime it is not at all unlikely that it will 
be depressed considerably below its present 
market price. We expect Reading to move 
upward in the near future, however, pro- 
vided nothing takes place to cause a sudden 
reversal in the market situation. We sug- 
gest that you place a stop loss order on 
your commitment so that your risk will be 
limited to not more than three points and 
that you watch your opportunity to liqui- 
date the stock on a good advance, or that 
you consult us again if the anticipated ad- 
vance takes place. 

Norfolk & Western is in an excellent po- 
sition, we think, to participate in any gen- 
eral upward movement in the market, but we 
believe this stock should also be protected 
by stop order and that advantage should be 
taken of any good rise to liquidate it unless 
there is a decided change in the situation 
which is favorable particularly to the com- 


pany. 
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American Brake Shoe 


C. L. T.—We regard American Brake 
Shoe & Foundry common as an excellent 
investment to hold for income. Of course, 
the possibilities of speculative profits in 
this issue are limited. 


Delaware & Hudson 


M. J. C., Hartford, Conn.—Delaware 
& Hudson is in a weak investment posi- 
tion. The earnings of the road have been 
showing a heavy shrinkage, and it is now 
doubtful if the 9% dividend for 1917 
will be even one-half earned. The road 
is confronted with the matter of higher 
material and labor costs, which are cutting 
down earnings. The road is in none too 
strong financial position, and there is appre- 
hension as to its ability to borrow on rea- 
sonable terms the necessary capital for im- 
provements, etc., in the near future. Ac- 
cording to President L. F. Loree, the de- 
crease in the gross revenues of the road for 
the first two months of the current year was 
due largely to abnormal weather conditions 
and the inability of its important connect- 
ing lines to accept freight freely by reason 
thereof. He said that in March the gross 
revenues of the company were the greatest 
for any single month, being 25% higher than 
the average for the two months, January 
and February, though some freight is still 
held back by embargoes. : 

The statement continues: “A substantial 
part of the loss in corporate surplus. was 
due to a loss of about $597,000 in hire or 
equipment, almost all of which was caused 
by a situation on lines beyond our control. A 
substantial improvement in this situation 
has occurred, with the result that there will 
be an improvement of not less than $150,- 
000 in hire of equipment in the first three 
months of 1917. * * * The situation of 
the Delaware & Hudson Co., in common 
with that of the other lines of the country, 
is dependent upon the decision of the Inter- 
state Commerce Commission on the appli- 
cation for an increase in freight rates, and, 
relatively, our situation should be no worse 
nor better than that of other lines as a re- 
sult of that decision.” 


Colo. Fuel & Iron 


I. F. C,, Louisville, Ky.—Colorado Fuel & 
Iron earned in the eighteen months ending 
December 31, 1916, net after charges of $4,- 
423,978. Prior to June 30, 1915, the company 
reported deficits, so that the amount available 
for dividends and surplus over a two-year pe- 
riod would probably be in round figures only 
about $4,000,000. Out of this $1,200,000 was 
paid in preferred dividends to clear up the 
accumulated back dividends on the preferred 
stock. That would leave approximately $2,- 
800,000 available for surplus, for working capi- 
tal and for expenditures on property. It is 
difficult to estimate just how much of this 


money has been put back into the property 
in the last two years. However, it is safe to 
conclude that a very large proportion of it has 
been so expended. President Welborn in the 
annual report to stockholders as of June 30, 
1916, stated: “The improvements in the busi- 
ness and earnings have made possible a pro- 
gram of new construction and additions to. 
equipment, essential to the most profitable 
operation of the business. A by-product coke 
plant of 120 ovens is to be built at the Min- 
nequa Steel Works and other additions and 
improvements at various points have been au- 
thorized during the year. The estimated cost 
of these authorizations, all of which are 


chargeable to capital account, is $3,300,000. The 
total amount unexpended on all authorized 
improvements at June 30, 1916, was $3,220,000. 
It is estimated that about 75% of this amount, 
which will be taken from accumulated earn- 
ings, will be expended during the current fiscal 


Colorado Fuel & Iron is a very ably and 
conservatively managed company. As a re- 
sult of the Rockefeller policy of upbuilding, 
the company has been placed in a much 
stronger financial position by the judicious 
conservation of its surplus earnings in the 
last two years. The company, like all other 
steel and iron producers, has benefited to an 
abnormal extent from the current unprece- 
dented prosperity in the industry, but as a 
result of that it is reasonable to assume that 
the company has progressed very much more 
rapidly than otherwise would have been the 
case. Notwithstanding its improved position, 
there is still a great deal of development work 
to be done before the property is placed on a 
basis where it may be deemed wise to in- 
augurate dividends on the common stock, and 
we doubt whether payment will be started any 
time in the near future, notwithstanding in- 
creased earnings. 


Republic Iron & Steel 
L. F. F., N. Y. City—Republic Iron & 


-Steel preferred is an issue which we cannot 


recommend as a permanent investment. 
There is no reason for concern over the po- 
sition of this stock in the immediate future, 
but there is, we feel, much against it as a 
security to hold after the war is over and 
the inevitable reaction in the steel industry 
follows. You must remember that the war 
prosperity is largely responsible for the fact 
that this company has been able to pay up 
the accumulated back dividends on its pre- 
ferred stock and place that issue on a regu- 
lar 7% per annum basis. In 1914 the com- 
pany only earned 4.10% on the preferred 
stock. In 1915 it earned 14.6% and in 1916, 
59.16%. Under the circumstances, we are 
inclined to suggest your liquidating the 
stock if it has a substantial rise in common 
with an advancing market in the steel shares. 
You can make an advantageous switch from 
Republic preferred into Virginia-Carolina 
Chemical preferred. 











Co-operating with Your Broker 


How Often Do You Complain?—Have You Sold the Right 
StockP—Odd Lot Prices—Margin Calls—Stop Orders 





By LAWRENCE S. RENZER — 





Part 5—Customers’ Complaints 








6é OW many complaints do you 
H average in a month?” 

This question was asked by 
the writer and the reply come from the 
manager of a large “wire” Stock Ex- 
change firm, “about one hundred.” 

At first thought this total seems enor- 
mous, but there is such a divergence of 
opinion between customers and bro- 
kers on matters pertaining to the bro- 
kerage business, that it is really re- 
markable that the average is not 
larger. You can say all manner of 
mean things to a man and not start an 
argument, but the moment you hit his 
pocketbook, trouble begins. 


Interest 


The largest number of complaints 
are based on matters pertaining to In- 
terest and Orders. The most frequent 
complaint about interest is in connec- 
tion with the rate charged for the 
month. Those customers who pay any 
attention to this detail, usually follow 
the averages quoted in the daily news- 
papers and mentally take a balance, 
or average, for the month. When 
their statements arrive, they find that 
the charge is from one to one and a 
half per cent higher than their calcu- 
lations and, without other investiga- 
tion, they decide that the broker is a 
plain everyday robber. But just to 
confirm their suspicions, they usually 
drop into some other broker’s office and 
ask the customers’ man his charge for 
the month. This customers’ man is on 
the lookout for new business; he 
knows why the question is asked and 
quotes a rate in accordance with the 
complainant’s idea. Maybe he gets 
the account. But if the customer is 
fair, he will go back to his broker and 
tell his story. It is ten chances to one 
that he will find out that there is little 
if any difference in rates between the 
two firms, based on the kind of an ac- 
count he has or the quality of the se- 


curities- he is carrying. He will also 
learn that there is a vast difference be- 
tween the average rate of the broker 
and the average call newspaper rate. 

Switching about from broker to 
broker is very much like changing 
doctors every week or so. The broker 
learns to diagnose the client’s wants 
just as the doctor does, and if he is 
prevented from gaining such diagnosis 
because the customer is impatient, the 
loss falls on the customer. It is often 
better to stick to the same broker so 
long as he is honest and does his best, 
rather than to take chances with 
strangers who have little interest in 
giving personal service. 


Orders 


Orders are the basis of a multitude 
of troubles. Very often, the broker 
takes a loss to save letter writing, 
heated controversies and the loss of 
customers. He may take this loss when 
he is absolutely in the right. And it 
is the “odd lot” orders which most 
often cause the complaints. The cus- 
tomer must never forget that “odd 
lots,” amounts of stock less than 100 
shares, are not executed by the bro- 
kerage firm through which the custom- 
er’s business is done. There are four 
or five firms, with members on the 
floor of the Exchange, who do not do 
business for individual customers. 
Their customers are all the other bro- 
kerage firms dealing direct with the 
public. The odd lot orders are filled 
by these firms on the basis of time, so 

.far as market orders are concerned. 
The delay in getting a written order 
to the “odd lot” broker on a very busy 
day is sometimes serious, but there is 
no physical way of preventing this. 

“I gave you an order to sell 35 shares 
of Delaware & Hudson at 1 p. m. when 
it was selling on the tape at 122. Here 
is your report at 119. The stock sold 
at 121%, 121, 12034, 120%, 120, 119%, 


(113) 
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119 and 118% and do you think I am 
going to stand for this?” 

This is a sample kick. What is the 
broker to do?” He has picked out the 
“odd lot” firm which he thinks gives the 
best service. It is true that the customer’s 
order was sent over the telephone a 
few moments after the stock sold at 
122. But, while the order was on the 
way over the ’phone, written by the 
‘phone clerk, and sent by messenger 
to the floor member of the “odd lot” 
firm dealing in Delaware & Hudson, 
some regular broker had hammered 
the market, on every bid price down 
to 118% and had possibly sold 1,000 
shares in one minute’s time. By the 
time the odd lot order reached the 
proper person the best bid was 119. 
One could not expect the odd lot 
broker to give more than the market 
price! 

The result is that the customer’s 
broker tries to argue with the odd lot 
representative. Sometimes he is able 


to get a better price and at other times 


he is unsuccessful. But in any event, 
the concession is usually made by the 
odd lot firm or the customer’s broker. 


Wrong Securities 


A member of another large firm 
suggested that the writer call atten- 
tion to complaints arising because the 
broker has sold or bought the wrong 
kind of security. Not so long ago one 
could trade in Marine Pfd., Marine 
Pfd. Central Trust Co., Certificates of 
Deposit, and Marine Pfd., New York 
Trust Co. Certificates of Deposit. A 
customer held 100 shares of the New 
York Trust Certificates and gave an 
order to sell 100 shares of Marine Pfd. 
Certificates. The sale was made on 
the Exchange where only the Central 
Trust certificates were dealt in. The 
broker could not deliver the one kind 
against the other sold, for it cost a 
dollar a share to transfer the New 
York Trust kind into stock, a double 
tax of $4 to transfer to stock and an- 
other double tax of $4 to transfer to 
the Central Trust certificates. Did the 
customer kick and complain? Of 
course he did. But, if he had consid- 
ered that the order clerk did not 


know what he possessed, that the time 
for action was limited, and that it is 
generally supposed that a customer 
knows what he has, Mr. Customer 
would have realized that the negli- 
gence was on his part. 

There are quite a few customers 
who have sold Texas Co. full paid cer- 
tificates when they should have sold 
stock and quite a few more who have 
done the opposite. No doubt they 
have all made complaints. 


Bond Orders 


But when it comes to bonds, chaos 
rules. Unless the customer states the 
due date on the bond, its interest 
periods, and any other necessary data 
appearing in the indenture, at the 
time of sale or purchase, it means 
trouble. The writer has personally 
seen hundreds of dollars lost because 
of carelessness in giving bond orders. 
Sometimes this falls on the broker and 
sometimes on the customer. There is 
usually a variance of price between 
registered and unregistered bonds of 
the same issue. In an issue of New 
York City bonds, some were engraved 
by the New York Bank Note Co. and 
part by the American Bank Note Co. 
Quite a few owners sold New York 
Bank Note engraved bonds on the New 
York Stock Exchange where they 
could not be delivered. There are other 
issues of bonds where only certain 
numbers are listed for sale. These 
numbers may run from 1 to 5,000 for 
each $1,000 bond. Mr. Customer may 
have bond number 5,021 and if it 
proves to be an undeliverable bond, he 
will certainly enter a vigorous com- 
plaint. 


Stop Orders 


Stop Orders have caused many 
heart aches. Stop orders have lost 


* many a customer and no one loves a 


stop order but the specialist in the 
stock, who can judge his market by 
the amount of these orders he carries 
on his books. If Mr. Customer would 
only realize that a stop order is not a 
limited order but a market order the 
moment his price is reached, he might 
not find so much fault with his broker. 
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But this seems to be one of those un- 
teachable facts. Then again, the cus- 
tomer seldom tries to act in co-opera- 
tion with his broker in stop orders, or 
the broker may not help the customer. 
It is not always wise, especially in an 
inactive market to place stop orders too 
far away from the market price. If 
a customer has 700 shares for sale on 
stop at 114 and the market is 118, it is 
often far better to order the broker 
to place the stop with the specialist 
when the market reaches 115 than to 
give it out at once. This prevents the 
general public from “getting wise” to 
the real condition of the market. Floor 
traders and specialists have a remark- 
able habit of “gunning for stops.” On 
the other hand, when the market is 
too active and “jumpy,” stops at too 
close range are very dangerous. The 


writer was once given an order to buy 
100 Union Pacific at 140 and sell it at 
a one point stop. The Union was pur- 


chased and reported to the ’phone 
clerk. The market took a sudden 
downward trend and in less than thirty 
seconds the stop was reached and the 
100 shares sold at 139. The telephone 
clerk was very busy and the report for 
the purchase and sale reached the cus- 
tomer at the same time. He thought 
he had a real complaint, but the broker 
knew he hadn’t. However, it was a 
difficult point on which to convince 
the customer. 


Transfers and Dividends 


Complaints about transfer delays 
are multitudinous. The facts relating 
to delayed deliveries of purchases, the 
closing of the transfer books, or the 
case of an out-of-town transfer office, 
were brought to the attention of read- 
ers of THE MAGAzINE OF WALL STREET 
in the April 14th, 1917 issue. 
complaints are readily answered and 
as a rule there is no serious difficulty 
over them. 

Another firm mentioned the fact 
that out-of-town customers were con- 
tinually complaining that they did not 
receive dividend checks, although 
stock had been transferred to their 
names. The usual answer to this is 
that such customers had neglected to 
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file proper dividend notices directing 
where checks should be sent, etc., with 
the transfer companies. Other cus- 
tomers complained that deductions had 
been made on dividends of foreign cor- 
porations credited to them, as in the 
case of Canadian Pacific or Dome 
Mines. This deduction was necessary 
because they had failed to file Income 
Tax Ownership certificates with their 
brokers. 


Margins 

The writer during his interroga- 
tory travels happened to mention the 
word “Margin.” The partners, clerks, 
customers’ men and correspondence 
clerks grew pale at the word. When 
can an account be sold out? What is 
the proper margin? What constitutes 
margin? These are the questions 
which have started many an angry 
word and changed many an account. 

In the first place, every careful firm 
doing a margin business, makes an 
agreement with the customer at the 
time he opens his account. This agree- 
ment is in effect that the broker will 
have the privilege of selling out the 
account to protect himself when said 
broker believes the time has come for 
this action. Of course it is not to be 
supposed that the broker will sell out 
an account just because he happens to 
want to do it; for custom has ruled 
that he must call for margin from the 
customer and give the customer a fair 
chance to send the required margin. 
On the other hand, the broker has the 
right to determine whether the margin 
sent is what he wants or does not 
want. Cash, Certified Check, Draft, 
or “Accepted Check” are always good. 
But margin in the form of other 
stocks, bonds, or notes, no matter how 
valuable to the customer, may not 
seem good margin to the broker. The 
broker is. acting in exactly the same 
capacity as the banker. No bank will 
accept a loan unless it is satisfied with 
the collateral offered, which is usually 
passed on by the directors or the head 
of the department in charge. In like 
manner no broker may accept collat- 
eral which he does not wish. He may 
demand actual legal tender, if he so 
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desires. The Inquiry Department of 
The MAGAzINE OF WALL STREET has 
had many a letter of complaint against 
the broker because the customer had 
been sold out after sending additional 
“mining stock” as_ collateral for 
margin. The complainant had no real 
complaint and he had to be told so, 
but it was often hard to make him un- 
derstand. 

Unless the market has reached a 
panicky stage, bullish or bearish, it is 
usual for the broker to give his client 
plenty of time to respond to a margin 
call. But if the broker has used due 
diligence to get word to the client 
either by telephone or by mail to the 
given address, and then the customer 
does not respond, under the usual 
agreement, it is permissible to sell or 
buy in the account, as the case may be. 


Statements 


Complaints about statements are in 
many cases apt to arise because the 
speculator or investor does not know 
how to read his statement. It is un- 
fortunate that so many different forms 
are used by the various firms. Of 
course, outside of clerical errors which 
can be remedied at once when taken 
up with the broker, the usual differ- 
ences center about commissions and 
interest. The item of interest has al- 
ready been discussed, and there should 
never be trouble about commissions 
which are always determinate except 
in unlisted securities. The customer 
having an active account should de- 
mand a list of regular charges made 
by the New York Stock Exchange, 
The Consolidated Exchange and the 
New York Curb Association. If 
stocks are dealt in on the Boston, 
Philadelphia, Chicago, Pittsburgh, 
Montreal or other Exchanges, these 
charges should be asked for in ad- 
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vance and kept on file. Chicago, for 
example, has a minimum charge and 
there are many firms doing business 
on the New York Stock Exchange 
which have a minimum charge of $2. 
This information should always be 
asked for and given in advance; other- 
wise complaints are sure to be part of 
the daily troubles. Usually brokers 
take it for granted that customers are 
acquainted with such details and cus- 
tomers take it for granted that they 
should have been told. Surely no cus- 
tomer would sell real estate without 
finding out the commission, and, there- 
fore, why place the responsibility on 
the broker in every case? There is a 
set rule for commissions in every mar- 
ket except the so-called unlisted, or 
“over the counter” market and where 
such securities are traded in, it is wise 
to ask for the commission to be 
charged before the order is given. 

Complaints about telephone, tele- 
graph, or personal service and atten- 
tion are of such a nature that no rule 
can be set or the subject discussed in 
this article. It goes without comment 
that the broker owes much to the 
client in this feature, and the only sug- 
gestion with relation to this feature 
is, that, if the customer is not satisfied, 
he should search until he finds service 
which he desires. Some customers 
prefer small firms, others large firms; 
some wish to be notified of changes 
in price during the day and others do 
not wish to be bothered. This is a 
matter for personal adjustment. 

The MAGAzINE OF WALL STREET has 
answered hundreds of complaints and 
made adjustments upon subjects of 
this nature for its yearly subscribers. 
The Inquiry Department or the writer 
will always be glad to give individual 


service in this respect whenever called 


upon by the yearly subscribers. 
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Our Contributing Editors 
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(Under the above caption we will publish from time to time communications from our read- 


ers on market topics or other subjects of financial interest. 


We believe that the interchange of 


ideas is one of the fundamentals of progress and are, therefore, always glad to hear from our 
subscribers on matters which interest them. Make your contributions short and pithy and write 
only on one side of each sheet of — used. Names or initials will be used only with the 


writers’ expressed authorization.—Editor.) 





DO CHARTS LEAK? 


Editor, THe MacGaziInE oF WALL 
STREET: 


In the days of yore, before the human 
race had reached its present high plane 
of moral development, it is possible that 
diplomats and government officials would 
not have hesitated to make use of con- 
fidential information in order to gain 
fortunes in the stock, or other, markets. 
But far be it from us to insinuate that 
any twentieth century genus homo would 
be guilty of using advance information 
of a diplomatic or political nature for 
the purpose of making a paltry hundred 
thousand dollars or so, though to do this 
it might be necessary to wink or say 
two words over a telephone, or write 
out a simple buying order, or selling or- 
der. 

It is significant and amusing that most 
of Wall Street’s chief men have refrained 
from making any comments on the mer- 
its of the “leak” charge. Perhaps they 
thought it puerile to do so. 

Many of the Street’s expert observers, 
in commenting on some of the recent 
severe declines in stock prices (such as 
the “bankers’ break” of October 6, the 
“submarine break” of October 9, the 
German peace offer break of December 
12, the Wilson peace note break of De- 
cember 21, the “passport” break of Feb- 
ruary 1, and others, due to talk at vari- 
ous times of war, peace, etc.,) have said 
that these declines were not due to the 
bearish news received, but rather to the 
weak technical condition of the market. 

That explanation, however, is not en- 
tirely satisfactory, because a weak tech- 
nical situation may exist for a consid- 
erable length of time, unless something 
happens to start the avalanche down- 
ward. A man walking a rope may be 
said to be in a weak technical position 
as far as gravity is concerned, but he 
may, nevertheless, be able to maijntain 


his balance and continue to walk the 
rope for a long time, unless someone 
gives him a push. 

During the second week of November 
the stock market was in a weak position 
technically, that is, the buying power of 
the people at that time interested in the 
market seemed to have reached a point 
of satiety, and prices began to waver. 
Many observed this and sold short—and 
lost money in so doing. The bull move- 
ment was resumed and continued, ap- 
parently from its own momentum, until 
about the end of November. During the 
first week of December, prices were wa- 
vering, and the selling became more 
pronounced as December 12 drew near. 
On that day something happened to start 
a slide, i. e., the rope walker received a 
push and the law of gravity claimed its 
own. Otherwise he might have kept his 
balance several weeks longer. 

If the German Chancellor had not 
made a peace offer to the Entente Allies, 
it is possible, and even probable, that 
the advance would have continued, weak 
though the technical situation was, as 
there was nothing to prevent new buyers 
from coming into the market (high prices 
being very attractive to them generally), 
nor anything to prevent shorts from cov- 
ering, nor to prevent old holders from 
buying more with their accumulated 
profits. 

The radical nature of the decline of 
December 12 demonstrated how weak 
the technical situation had been; but if 
the latter had been strong instead of 
weak, the unfavorable news would still 
have caused a decline, though perhaps 
not such a severe one. 

It, therefore, seems mecessary and 
logical to attribute this and other de- 
clines to the shocks resulting from the 
bearish news received. In this connec- 
tion, anybody who had one day’s ad- 
vance knowledge of such news could 
have won a great deal of money, with 
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no more risk than the holder of four 
aces incurs. 

Now it is deeply interesting to note 
that the stock charts gave indications a 
day or two in advance of all the impor- 
tant declines suffered by stock prices dur- 
ing the last six months, this being the 
period under observation. 

The holder of four aces can keep the 
other players from knowing his position, 
but not so the big speculators—they are 
forced to show their hand. In the in- 
stances cited they had to sell heavily 
in order to go short heavily (under the 
hypothesis, of cotirse, that there were 
any such operations) and the result was 
that the market, in each instance, began 
to sag off noticeably before the major 
declines took place. 

By referring to charts of active stock 
or averages, it will be seen that in all 
instances prices began slowly but surely 
to fall from a half day to two days before 
the publication of the bearish news. 

In some instances these declines began 
to manifest themselves when no decline 
could reasonably be expected. This is 
particularly noticeable in the break of 
February Ist, the “passport” break. 
During the second fortnight of January 
the technical situation seemed to be 
strong and the trend of prices upward, 
the liquidation having been thorough. 
Well informed authorities, “oldest in- 
habitants” and people often right on gen- 
eral conditions, agreed that the condi- 
tions were such that if the forthcoming 
statement of earnings of the United 
States Steel Corporation was at all fa- 
vorable, the market would undoubtedly 
respond. The earnings statement came 
out, and was found very favorable, but 
there was no bullish response—not even 
in Steel common. In fact, the market 
soon thereafter began to show symptoms 


of coming illness, and the charts show 
that during the three trading days previ- 
ous to February 1 (when the passport 
news came out,) the market was getting 
sicker and sicker, and finally woke up on 
February 1 to find itself collapsing. 

The same assertions apply to the peace 
note break of December 21, before which 
date the technical situation was thought 
to have been strengthened by the liquida- 
tion that occurred on and after December 
12. But if it was strong, it soon became 
weak, and if such a situation consists in 
the “wrong people” holding too many 
stocks, who will say that the weak tech- 
nical situations at the time of these de- 
clines were not brought about by heavy 
selling by the “right people”? Jf such 
sellers had been favored with advance 
information of the peace note, for in- 
stance, then most certainly all holders of 
stocks were the wrong people, while the 
sellers were right and (by the hypothe- 
sis) sure of their ground. 

May these changes for the worse in 
the trend of prices shown on the charts as 
taking place from six hours to several 
days before the publication of extremely 
bearish news, be accepted as proof that 
advance information of such develop- 
ments had been received by people who 
were in a position to sell sufficient stock 
to cause the comparatively small pre- 
panic declines? Perhaps not. The only 
definite thing we know is that shortly 
before each of recent important declines 
the supply of stocks for sale was far 
greater than the demand for them. We 
have no way of knowing just how the 
coincidences happened to occur. Perhaps, 
as the leak investigators decided, it was 
coincidence; but the charts will bear 
watching. 

Yours truly, 
ERWIN PLEDGER. 
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Railroad Bonds for Investment 


This Being the Third of a Series of Articles on Invéstment 
Bonds in Which the Various Classes and Types of Rail- 
road Bonds Are Discussed, and Examples Given 
of the Steadiness of Yield and Price of Some 


of the Really Good Issues 





By RICHARD HOADLEY TINGLEY 








INCE most railroad companies 
iS have outstanding a great variety 
of classes of bonds it is well to 
know in what class the par- 
ticular bonds under review belong, 
for it is the first mortgage bonds only 
that are entitled to first consideration, 
both as to interest and principal. Is- 
sues of other classes come in for their 
share after these requirements have 
been satisfied. The first and refund- 
ing issues, the general mortgage bonds 
and the consolidated mortgage bonds 
are usually entitled to second place, 
depending on the terms and conditions 
of the mortgage deed of trust under 
which they are issued. The first and re- 
funding bonds often rank equally, or 
nearly so, from an investor’s view-point, 
with the strictly first mortgage issues 
since they are a first lien on certain of 
the company’s property and become a 
first mortgage on all the property upon 
the maturity and retirement of the orig- 
inal first mortgage bonds to redeem 
which they were created. General mort- 
gage and consolidated mortgage bonds, 
too, are popular with investors and find 
a place often in the restricted list of 
bonds available for legal investments for 
trust funds in many states as, under cer- 
tain conditions contained in the deed of 
trust, they often become, in whole or in 

rt, a first lien on the property involved. 

ollowing these come a multitude of 
bonds of other classes, indeed, of the 
classes already mentioned (with the ex- 
ception of the original underlying liens, 
or first mortgage bonds) there are so 
many combinations or conditions restrict- 
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ing or not restricting their issue, that it 
is often puzzling to an uninitiated in- 
vestor to learn the truth of things. 
There are second mortgage bonds, im- 
provement bonds, collateral trust bonds, 
convertible bonds, debenture bonds, in- 
come bonds and other types entitled to 
consideration approximately in the order 
named though governed in each instance 
by the circumstances of issue, precedence 
of date of issue, specific clauses in deed 
of trust, etc. There are second mort- 
gage bonds that have been assumed or 
guaranteed, interest and principal, one 
or both by some responsible operating 
company. Such bonds, of course, have 
an added value due to the standing of 
the guaranteeing company, and often 
command a high rating as in the case 
of the Norfolk and Carolina railroad 
whose second mortgage bonds are guar- 
anteed by the Atlantic Coast Line. These 
bonds are legal investments in New 
York State, the only instance, to my 
knowledge, of a railroad’s second mort- 
gage issue being placed on this list. 
There are numberless issues of bonds 
of all classes made by one company on 
the property of another which it owns, 
leases or operates. There are bonds of 
one type or another issued against spec- 
ified divisions or branches of a road 
which it owns or leases; against spec- 
ified terminals or bridges which it owns 
in part or whole. There are debenture 
bonds that have become first or general 
liens on given property that are popular, 
safe and command a high price and po- 
sition. There are convertible debentures 
that have graduated into a higher class 
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as in the case of certain popular issues 
of the Chicago, Milwaukee and St. Paul. 
There are extension mortgages. There 
are the so-called unified mortgage bonds 
covering scattered fragments of large 
railway properties that perhaps escaped 
notice in other prior issues as in the case 
of the Louisville and Nashville. There 
are bonds of all classes; series A, series 
B, series C, etc., each with a special sig- 
nificance that must be ascertained ; each 
requiring special study before investing. 
Many of the bonds just mentioned, 


holders of the stock are the partners that 
hope to make their profit out of divi- 
dends that may be earned and paid. The 
bond holder is the mortgagee and is in 
no way interested in the property other 
than in receiving his interest promptly. 
So long as this continues to be paid he 
has no voice in the management of its 
affairs. It is pertinent therefore to see 
to it that a very substantial portion of 
the value of the property is outstanding 
in stock. Custom and usage have fixed 
no really hard and fast rule to govern 








EXHIBIT A 
TABLE SHOWING THE RELATION EXISTING BETWEEN THE CAPITAL STOCK AND 
FUNDED DEBT ISSUES OF SOME WELL KNOWN RAILROADS. 


Total Capital 
Stock, All 


Kinds 
Atchison, Topeka & Santa Fe.......$314,663,230 
Atlantic Coast Line 68,754,700 
Baltimore & Ohio 
Buffalo, Rochester & Pittsburg 
Central Railroad of New Jersey 
Chicago, Burlington & Quincy 
Chicago, Milwaukee & St. Paul 
Chicago Northwestern 
*Delaware & Hudson 42,503,000 
"Delaware, Lackawanna & Western.. 42,277,000 
249,476,722 
109,291,717 
New York Central 249,590,416 
Pennsylvania Railroad 499,203,700 
All Railroads having an operating 
Revenue of above $1,000,000} 6,959,678,102 
Annually (230,540 Miles)...... 


Total Capital Ratio of 
Securities, Funded Debt 
Stocks to Total 
and Bonds Securities % 
$627,964,142 49.9 
225,236,615 
617,137,495 
47,365,000 
73,097,800 
325,351,100 
723,913,955 
370,830,149 
134,379,000 
101,174,000 
537,758,131 
280,178,417 
930,830,613 
760,638,957 


16,239,589,727 


Total 
Funded Debt 
$313,300,912 

156,481,915 
406,325,610 

30,865,000 
45,661,000 
214,512,000 
490,662,155 
218,253,000 
91,876,000 
58,897,000 
288,281,409 
170,886,700 
681,240,153 
261,435,257 


9,279,911,625 
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though originally issued as junior liens 
far down the line and quite remotely 
removed from the first place, are entitled 
to consideration, for they may gradually 
move up into a higher seat. Many 
others, however, have no such prospects, 
and are condemned by the terms of their 
issue to remain in the lowly state in 
which they first made their appearance. 
An investor must be able to segregate 
these into their proper and relative 
places; an undertaking by no means 


simple. 
Bond Tests 


One of the crucial tests that an in- 
vestor should apply in examining the 
bonds of a given company is the relation 
that the funded debt bears to total capi- 
tal securities. The capital stock gf a 
company represents the ownership. The 


this ratio. For the purpose of illustra- 
tion I have taken fourteen well known 
railroad properties and have made a 
tabulation (Exhibit A) in order to show 
the relative proportion or ratio of the 
securities of these companies that is 
represented by bonds. This list is fairly 
representative, both the stock and the 
bonds of all the roads named being 
listed on the New York Stock Exchange, 
and the bonds admitted as legal invest- 
ments for trust funds in New York State 
and many other States as well. From 
the table it will be seen that the ratio 
funded debt (bonds) bears to total capi- 
tal securities outstanding varies from 
34.4% in the case of the Pennsylvania 
Railroad, to 75.3% in the New York 
Central. The average of the list is ap- 
proximately 61%. It will be noted, too, 
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that in the case of the 230,540 miles of 
railway in the country, including all 
roads having an operating revenue of 
above $1,000,000 yearly, the ratio is 
57.1%; in other words, 57.1% of the 
capital securities of these companies is 
represented by bonds, 42.9% by some 
form of junior security, mostly stock. 
This shows a healthy condition of affairs, 
at least so far as the roads are con- 
cerned, and so far also as the 230,540 
miles are concerned, for, since this mile- 











as legal investments for savings banks 
and other trust funds. In the list of one 
or all of these States, however, are to be 
found 471 different railroad bonds, the 
issues in one class or another of 62 
separate railroads. In this list also are 
many city and State issues, but no in- 
dustrial or public utilities bonds have yet 
found a place therein. It is from this 
list that the bonds illustrated in Exhibits 
A and B are taken, as typical of the really 
substantial railroad issues. 
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age includes only the roads that have an 
operating income of $1,000,000, it in- 
cludes all of the best known properties 
and excludes the small weak ones. 





Yield and Price Fluctuation 





Nothing in the way of investments 
could be more steady nor subject to less 
violent fluctuations in yield or price than 
the bonds of our best known and most 
popular trunk line properties. In these 
respects they compare well with the best 
of municipal and state issues. When 
contrasted with the best known utilities 
issues they are found to be steadier, and, 
being older and consequently better 
“seasoned” than the latter, offer less 
yield. They cannot be equitably com- 
pared with industrial bonds. The States 
of New York, Massachusetts, Connecti- 
cut and Vermont are particularly care- 
ful in scrutinizing the bonds they admit 
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EXHIBIT B 


TABLE SHOWING PRICE AND YIELD OF CERTAIN LISTED RAILROAD BONDS— 
1910-1916 INCLUSIVE 


--HIGH— --LOW— Approx. 
1910-1916,ine. 1910-1916, inc. Present 
Price Yield Price Yield Price “Yield 

$ Jo $ % $ % 
101 3.95 89% 4.50 95 4.20 

96% 4.20 85 4.90 94% 4.30 
92% 4.50 717% 5.75 87% 4.85 

16% 400 102% 4.85 110% 4.20 
125% 3.95 111% 4.50 118% 4.15 
100 4.00 88 4.65 94% 4.30 
103% 4.30 89% 5.10 103 4.35 

99% 4.05 89 4.55 95 4.20 
100% 3.95 89% 4.60 991% 4.05 
1185 3.00 106% 4.85 107% 4.00 
101% 4.30 94 4.80 101% 4.30 

9956 4.10 83 4.90 92 4.40 

92 3.85 16 4.65 87 4.00 
104% 3.75 96% 4.20 100 4.00 





From Exhibit B it will be noted the 
extreme evenness and regularity of both 
yield and price when a series of years 
(1910 to 1916 inclusive) is considered. 
The comparative prosperity and good 
business conditions of 1910 and 1911; 
the extreme dullness, not to say stag- 
nation of the year or more immediately 
preceding the European war; the won- 
derful and unprecedented business and 
investment activity for the past two 
years; the slowing up of the present 
time due to the uncertainty as to 
the effect a “state of war” will have on 
transportation and other business; 
through all these changing conditions the 
bond issues of these typical railroads 
have been affected probably less than 
any other security. The investor will 
make no mistake in buying and holding 
such typical issues, so far as stability and 


regularity of interest payments are 
concerned. 















Investment Offerings 





{Under this caption we will publish from time to time a list of what we regard as conserva- 


tive investment offerings by 


firms of unquestioned reliability. These securities will be of the 


type that should interest investors who regard safety of principal as the primary consideration 


in making their commitments.—Editor.] 








TAH POWER & LIGHT COMPANY, 

$1,500,000 7% Cumulative Preferred 

Stock. Preferred as to dividends and 

assets. Redeemable on any dividend 

date at 115. Dividends payable on 
the first of January, April, July and. October. 
Offered at 101 and dividend, to yield about 7%, 
by Hayden, Stone & Co., New York City. 


NATIONAL CONDUIT & CABLE COM- 
PANY, INC., $5,000,000 First Mortgage 6% 
Ten-Year Sinking Fund Gold Bonds. (Closed 
Issue). To be authorized and outstanding, 
$5,000,000. Dated April 1, 1917. Due April 1, 
1927. Interest payable April 1 and October 1. 
Principal and interest payable in New York. 
Cou bonds in denomination of $500 and 
1 each with —- of registration as to 

incipal. Company wi pay Federal Normal 
— Tax. Pennsylvania Personal Sooty 
Tax refunded. Tax exempt in New York 
State. Redeemable on any interest date in 
whole or in part at 102% and accrued interest 
until and including April 1, 1919, and at 105 
and interest thereafter. Offered at 100 and 
interest, to yield 6% by the National City 
Company, New York, and Montgomery, Cloth- 
ier & Tyler, New York. 


WESTERN STATES GAS & ELECTRIC 
COMPANY (of California) $1,564,000 6% Gold 
Notes. (Authorized by the Railroad Commis- 
sion of California). Dated February 1, 1917. 
Due February 1, 1927. Callable in whole or 
in part upon thirty days’ published notice any 
time prior to February 1, 1921, at 102 and in- 
terest; at 101 and interest thereafter and prior 
to February 1, 1925; and thereafter at 100 and 
interest. Interest payable February 1 and Au- 
gust 1. Principal and interest payable at Guar- 
anty Trust Company of New York. Coupon 
notes of $1,000, 3500 and $100 denominations, 
with privileges of registration as to principal 


only; exchangeable for fully registered Notes 
of $1,000 denomination or multiples thereof; 
Registered and Coupon Notes are interchange- 
able. Offered at 98 and interest, yielding over 
6%% by William P. Bonbright & Co. corner 
Nassau and Cedar Streets, New York, and H. 
M. Byllesby & Co., 111 Broadway, New York. 


IDAHO POWER COMPANY, $4,500,000 
First Mortgage Thirty-Year 5% Gold Bonds. 
Dated January 2, 1917. Due January 1, 1947. 
Interest payable January 1 and July 1. Call- 
able at 105 and interest on any interest date 
on or after January 1, 1922. Coupon bonds 
$1,000 denomination, with privilege of registra- 
tion as to principal or exchangeable for fully 
registered bonds. Price on application to 
Harris, Forbes & Co., Pine Street, corner 
William, New York City. 


UNITED STATES PUBLIC SERVICE COM- 
PANY, $2,750,000 First Lien 6% Gold Bonds. 
Dated February 1, 1917. Due February 1, 1927. 
Redeemable at the option of the company on 
any interest payment date on six weeks’ pub- 
lished notice, at 105 and accrued interest. In- 
terest payable February 1 and August 1. Cou- 

on bonds in denominations of $100, $500 and 

1,000 each interchangeable; principal may be 
registered. $1,000 coupon bonds and multiples 
thereof are interchangeable with registered 
bonds of like denominations. Offered at 99 
and accrued interest by William P. Bonbright 
: te corner Nassau and Cedar Streets, New 

ork. 


AMERICAN STORES COMPANY, $3,000,000 
7% Convertible First Preferred Stock at 97% 
and accrued dividend, yielding 7.15%, and 
common stock. The offering is ides made at 
$97.50 per share for the first preferred, yielding 
7.15%, with the privilege of aeons, to 40% 
in common st at $35 per share. Offered by 
Morgan & Finlay, 115 Broadway, New York. 
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Bond Inquiries 





U. S. Steel 5s 


A. H., Yonkers, N. Y.—U. S. Steel Sink- 
ing Fund Gold 5s, due 1963, which we as- 
sume are the bonds you hold, are among 
the strongest of industrial bonds. The issue 
is a direct obligation of the company, al- 
though subject to the 50-year 5s, is secured 
by a very large equity in property covered 
and is further protected by a wide margin 
of safety in earnings. These bonds have not 
sold below 99% since 1913, when the low 
was 97%. Prior to that time the bonds had 
not sold below par since 1908. We can con- 
ceive of nothing short of a victorious in- 
vasion of this country that would seriously 
impair the equity back of these bonds, and 
we have no hesitation in recommending 
that you hold them. 


Am. Tel. & Tel. 5s 


A. B. L., Scranton, Pa—American Tele- 
phone & Telegraph Collateral Trust 5s are 
secured by stock of various associated com- 
panies, having a market value of 133%% of 
bonds issued. They are also protected by a 
strong margin of safety in earnings. We 
feel justified in giving these bonds a very 
high rating. They have one of the most 
important features of an investment bond, 
namely, geographical distribution of risk, 
for the American Telephone & Telegraph 
Co.’s activities, through its subsidiary com- 
panies, are spread over the United States. 
So far as we can see there is only one ad- 
verse possibility to consider in connection 
with these bonds, to wit: The taking over 
of the operation of the company’s telephone 
system by the United States Government. 
But while that may have a temporarily un- 
favorable affect marketwise on the bonds, it 
is incoriceivable that their ultimate position 
would be impaired. 


Braden Copper 6s 


M. C., Elmhurst, L. I—Braden Copper 
Mines 15-Year Sinking Fund Gold 6s are 
secured on the property, stocks and securi- 
ties of the Braden Copper Co. They are 
protected by good equity in mining prop- 
erty, etc.. With the improvement which the 
company is making in order to handle:a 
larger tonnage of ore, an ample margin of 
earnings over interest requirements should 
be reasonably assured in the future. All 
things considered, these bonds, for an issue 
of their class, are entitled to a favorable 
rating, and it would seem that they should 
work into a stronger position over a period 
of years. 

However, we are going to recommend 
that you switch out of these bonds into some 
good public utility preferred stock, such as 
Cities Service preferred, selling around 88 
and paying dividends of 6% per annum. or 
Northern States Power preferred, selling 


around 99 and paying dividends of 7% per 
annum. By doing this you will sacrific noth- 
ing in safety, you will increase your in- 
terest return and you will contribute to the 
better balancing of your entire investment 
fund by a greater diversification of risk. 


U. S. Smelting, Refining & Mining 6s 


D. T. B., N. Y. City.—U. S. Smelting, Re- 
fining & Mining 10-Year 6% Convertible 
Gold Notes, although not secured by a 
mortgage, are ahead of the stock of the 
company, which has a market value of sev- 
eral times the entire issue of bonds, and are 
protected by a wide margin of safety in 
earnings. There is no question as to the 
strong equity in these bonds, and they are 
therefore in a sound position. However, 
you purchased them at a somewhat specula- 
tive level, for at 108 they were disccunting 
the value of the conversion feature. In the 
next period of depression we think it likely 
that the stock will have a long siege at levels 
considerably below 75, which is the conver- 
sion point for the bonds. You may be af- 
forded the opportunity of getting out of 
these bonds even or nearly even within the 
next six months or so. We recommend 
that you keep very close tabs on the mar- 
ket, so that you will be prepared to take 
advantage of any such opportunity if it 
seems’ advisable to do so, and we suggest 
that you write us for our opinion if that 
seems desirable. 


Chicago Great Western 4’s 


M. S. S., Jersey City, N. J—Chicago & 
Great Western First Mortgage 4s are very 
speculative bonds, and we do not recom- 
mend a purchase of securities of this char- 
acter now, even where the buyer is willing 
to assume the speculative risk involved. 


Chic., Mil. & St. Paul 4%4s-5s 


M. B. T., Birmingham, Ala.—Chicago, 
Milwaukee & St. Paul Railway General & 
Refunding 4%4s, Series “A,” and the General 
& Refunding Convertible 5s, Series “B,” of 
this road are both high-grade securities. 


High-Grade Bonds 


R..W. D., Brooklyn, N. Y.—Both South- 
ern Pacific Conv. 5s and Baltimore & Ohio 
Refunding 5s are very high-grade bonds, 
and there need be no apprehension what- 
ever as to the safety of principal and inter- 
est on these two securities. It is largely a 
matter for your own judgment as to whether 
or not you ought to sell now in the expec- 
tation that you will be able to repurchase at 
lower prices later on. Such bonds as these 
should not decline because of any unfavor- 
able factors affecting them individually, but 
simply on account of general market con- 
ditions. 
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PUBLIC UTILITIES 








Republic Railway & Light 


Why Earnings Have Decreased—New Coal Contract—Long 
Pull Speculative Possibilities of Common Stock 





By F. L. FONTAINE 





HE year ended Dec. 31, 1916, was 
the best year that the Republic 
Railway & Light Co. has ever 
had. Not only was it a record 
year as regards gross and net earnings, 
but the company was enabled to elimi- 
nate all of its funded indebtedness, with 
the exception of an unimportant guar- 
antee of the principal and interest on 
$170,000 5% bonds of a subsidiary com- 
pany and dividends were begun on the 


REPUPLIC RAILWAY AND LIGHT 
© Operating Rev. G¥Total Income. SH [nierest. MBNet Income 


isie i913 ita 915 916 


common stock at the rate of 4% per 
annum. Since the close of the year, 
however, as a result of the high cost 
of labor and materials and the big 
advance in the price of coal the com- 
pany’s net earnings have fallen off 
substantially. In consequence of this 
both the preferred and common stocks 
have undergone a rather substantial de- 
cline and there has been a feeling in 
some quarters that the dividend on the 
common stock was in danger. Naturally 
stockholders have been worried. 


Financially Prepared 


While there has been a substantial de- 
cline in net earnings, it seems to me that 


common share holders have small cause 
for worry over the suspension of divi- 
dends. I say this partly because I feel 
that the substantial earnings of last year 
have given the company a satisfactory 
working surplus, which will enable it to 
go through any period of reduced earn- 
ings, which may and still maintain the 
common dividend. Moreover officials of 
the company have already, I understand, 
asserted that the present rate of distribu- 
tion will be maintained. Still again the 
company has just made a new contract 
for coal, which covers them for a long 
period ahead. This contract is said to 
have been made at a price, which will 
mean somewhat of a reduction in operat- 
ing expenses. The result of this cannot 
be expected until the receipt of the 
April and May statement of earnings. 


Preferred and Common 


As a matter of fact it would seem that 
both the preferred and common stocks 
are now the medium of a rather good 
purchase. The time to purchase stocks 
at a bargain is when conditions seem 
most dark, providing they are the obli- 
gations of a company in good financial 
standing and with a good physical prop- 
erty with sound possibilities. This typi- 
fies the situation in the shares of this 
company. At the present price the pre- 
ferred stock yields about 8.70%. It has 
paid regular dividends of 6% ever since 
the organization of the company early 
in 1911 and promises to continue to pay 
them indefinitely. The common stock at 
its present price yields about 10.81%. 
Last year it sold above 50. While of 
course it is a speculative issue I believe 
that the company is able to maintain the 
dividend this year, during which time a 
change for the better should appear, 
which will enable it to be maintained 
from earnings. 
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A Holding Company 

The Republic Railway & Light Co. 
was organized in June, 1911. It is a 
holding corporation and owns practi- 
cally the entire common stock of the 
Mahoning & Shenango Railway & Light 
Co. The latter company has an issue of 
about $3,500,000 7% preferred stock, 
which is outstanding in the mrblic’s 
hands. It in turn controls 22 ope:ating 
companies, serving One of the most pros- 
perous and busiest sections of the coun- 
try with gas, electric light and power 
and interurban and street railways. It 
serves 12 communities with all classes 
of service, 7 others with interurban and 
street railways and 5 others with elec- 
tric light and power. 

The largest cities served are Youngs- 


can Steel Wire Co., two subsidiaries of 
the U. S. Steel Corporation, Driggs- 
Seabury Ordnance Co., Knox Pressed 
& Welded Steel Co., Trussed Concrete 
Steel Co. and others. 

One of the tables showing the operat- 
ing and production statistics indicates 
the fine progress made last year in every 
department. The most significant fea- 
ture about this table is the big increase, 
which has taken place in the electric out- 
put, not only last year but for the last 
three or four years. As the table shows 
the electric output im the last three years 
has just about doubled, while the gen- 
erating capacity has doubled in the last 
two years. As a matter of fact last year 
the capacity of the company’s modern 
and efficient generating plant at Lowell- 




















LINES AND PROPERTIES 
SUBSIDIARIES OF THE 
REPUBLIC RAILWAY & LIGHT 
COMPANY 


TRAM eS SION NES 
ELECTRIC RAKWAY LINES 

PROPOBED ELECTRIC RANWAY LINES 
POWER STATIONS AND SUB STATIONS 
BUS STATIONS 








town and Warren, Ohio, and Sharon and 
New Castle, Pa. These are very im- 
portant centers of the iron and steel in- 
dustry and have shown very rapid 
growth. In this district are located iron 
and steel companies, which have been 
running to capacity for the last 2% 
years, among which are the Republic Iron 
& Steel Co., Youngstown Sheet & Tube 
Co., National Tube Co. and the Ameri- 


ville, Ohio, has been increased from 
20,000 H. P. to 40,000 H. P. Further- 
more the demand for electric energy in 
this district has so increased that work 
is already progressing on an extension, 
which will be completed in 1917. This 
will increase the plant to 60,000 H. P. 
and increase the generating capacity to 
64,000 H. P. or about three times what 
it was at the close of 1913. 
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“Increase in Electric Power 


The significance of this lies in the fact 
that whereas several years ago the 
greater proportion of the company’s rev- 
enues were derived from street and in- 
terurban railway operation, before the 
year is out the greater proportion will 
probably be derived from the sale of 
electric energy. I am told that two years 
ago 60% of the revenues were derived 
from railway operation and about 40% 
from the sale of electricity. With the 
completion of the additional unit of the 
Lowellville plant, however, it is expected 
that conditions will be reversed. In 
other words that 40% of the revenues 
will be derived in railway operations and 
60% in the sale of electric power. This 
is a very strong point and its importance 
cannot be too strongly impressed upon 
stockholders. Furthermore there is still 
a big field for the sale of electric 
power among the many industrial plants, 


ing, the preferred stock having a full 
equity in the assets of the company. 
Furthermore outside of the small issue 
of $194,000 there are: no subsidiary 
bonds coming due until after 1920. In 
other words the company is in the best 
possible condition to go through any 
period of general financial stress which 
the country might have. From a finan- 
cial point of view therefore, the condi- 
tions are very desirable. The physical 
properties are in good condition and are 
well maintained. 

One indication of the room for further 
growth is the fact that a number of new 
industries have been started during the 
past year. One of these is a large mill 
for the U. S. Steel Corp’n, to be known 
as the McDonald Mill, and to be located 
in a new town by that name. The com- 
pany is already serving this town with 
light and power and plans to build an 
interurban railway extension to it, which 








TABLE I 
REPUBLIC RY. & LIGHT—INCOME ACCOUNT 


1916 1915 1914 : 1913 
$3,121,000 $3,001,000 $2,997,000 $2,655,000 
1,874,000 1,856,000 1,843,000 1,610,000 
1,247,000 1,144,000 1,045,000 
1,145,000 1,045,000 
529,000 


1912 


Oper. Revenues 
Oper. Exp. and Taxes... 2,327,000 
Oper. Income 1,660,006 


Total Income 


Interest 
Net Income 
Earned on Pref.......... 


1,249,000 
688,900 


465,000 
9.00% 
2.45% 
153,000 


516,000 
9.94% 
3.29% 

204,000 








large users of power in that section. 

The company has an authorized capi- 
tal of $10,000,000 cumulative 6% pre- 
ferred stock and $7,500,000 common, of 
which there is outstanding $5,191,400 of 
the former and $6,206,000 of the latter. 
There is also outstanding $13,565,000 
of bonds of subsidiary companies and 
$3,500,000 7% cumulative preferred 
tock of the Mahoning & Shenango 
ailway & Light Co., the principal sub- 
sidiary. This latter stock was sold last 
year and with the proceeds an issue of 
$3,000,000 Republic Railway & Light 
5% notes was retired. This refinancing 
was accomplished on very satisfactory 
terms and the financial arrangement of 
the company thereby placed upon a per- 
manent basis. The parent company, 
therefore, has no funded debt outstand- 


should be the means of adding some con- 
siderable revenue to the company and its 
subsidiaries. 


A Record of Earnings 


One of the tables herein shown gives 
a record of the company’s earnings from 
its organization. During this time as a 
result of somewhat fluctuating earnings, 
but mostly as a result of general condi- 
tions in the public utility field, there has 
been considerable fluctuation in the price 
of the stock. During the same period, 
however, the gross earnings have shown 
a steady and consistent increase. This is 
evident from the table showing income 
account. Asa matter of fact in 1909 the 
gross earnings of the properties now 
controlled by the Republic Railway & 
Light were only $1,966,000. In other 
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words then in the last seven years gross 
earnings have increased about $2,020,000 
or a little more than 100%. As the ta- 
ble shows last year brought about the 
biggest increase. In fact last year gross 
earnings increased 274%. 
During this same period net earnings 
also have increased substantially. They, 
however, have not increased during the 
last four years in the same proportion as 
the gross, although the increase propor- 
tionately has been greater since 1909. 
Net income after interest charges has 
shown considerable fluctuation, although 
the tendency has always been upward. 
During this period of course the com- 
pany has been going through a process 
of evolution from which it emerged in 
fine shape last year. In 1914 all business 
in general was subjected to decreased 
earnings. Even in that year, however, 
the company’s gross earnings increased. 
In order to complete extensions, improve- 


Light Co. earned its preferred dividend 
more than 2 2/3 times over. As the ta- 
ble shows the company has always 
earned its preferred dividend by a 
fairly substantial margin. The fact that 


_it has paid this dividend through ‘a 


period of the worst financial stress in 
1914 would seem to indicate that there 
is every chance in the world that it will 
continue to maintain it. Of course the 
fact that we are now at war brings about 
a condition where past performances 
must be disregarded to a certain extent. 
But if conditions should get such that 
this company could not pay its preferred 
dividend then conditions would go hard 
with many other companies also. 

Last year the earnings available for 
the common stock were more than suffi- 
cient to pay the present rate of dividends 
for two years to come. As a matter of 
fact for the last five years the balance 
available for common stock dividends 








TABLE Il 
REPUBLIC RAILWAY & LIGHT PRODUCTION STATISTICS. 


RAILWAY 1916 


Passengers Carried 
_ Car Mileage 
ELECTRICITY AND GAS 
Generating Cap. K.W. 
Electric Output 
Customers 


Gas Output (cu. ft.) 


1915 
46,036,500 
7,497,400 


29,250 
96,989,400 
16,041 
49,988,000 


1914 


47,587,500 
7,341,900 


1913 


48,788,900 
7,093,500 


83,728,200 


68,552,300 
11,444 
61,205,000 








ments and the like called for, financing 
was necessary and as a result interest 
charges increased and net income there- 
fore decreased. As | have said financ- 
ing which was accomplished at that time 
under the abnormally poor financial con- 
dition which maintained was retired as 
a result of the company’s fine earnings 
and generally strong financial situation 
last year. It is of, interest to note that 
the heavy increase in operating expenses 
and taxes last year was not altogether 
an actual increase since depreciation 
charges for the first time were included 
under operating expense. This naturally 
brought about a larger increase than 
there would have been otherwise. 


Margin of Profits 
Last year the Republic Railway & 


has averaged about 4.68%. While of 
course this would be a narrow margin 
on which to work the past can hardly be 
taken as a criterion of what the future 
will be. The possibilities from the com- 
pany’s power business are big; the mar- 
gin of profit is substantial and with the 
installation of the 20,000 H. P. unit now 
in process of construction the company 
is assured of a large income from its 
electric power business and the available 
balance for the common is bound to be 
larger. For that reason the common 
stock at the present price of around 37 
appears to be a very good speculation, 
which should return a substantial yield. 
Even if the dividend were cut to 3% the 
yield would still be over 8%. The stock 
might decline in price but it would be 
bound to come back again. 




















Public Utility Notes 





American Telephone & Telegraph Co.— 
The first two months of 1917 show increases 
in telephone operating revenues of $5,763,000, 
and in net income of $632,000, as compared 
with the same months of 1916. The increase 
in number of stations, both owned and con- 
necting was over 200,000 and probably near- 
ly 300,000 during the first quarter of the 
year, making the total number on April 1 
about 10,150,000. 


Bell Telephone of Penn.—Commission di- 
rected this company to reduce its charges 
in the State a million dollars annually. The 
commission says the income from all the 
lines in the State rather than the income 
from any particular community must be 
made the basis of the charges. The com- 
pany is also directed to install measured 
service instead of unlimited service in 
Philadelphia and Pittsburgh. The reduction 
in Philadelphia will total approximately 
$450,000 a year and in Pittsburgh $300,000 
a year. 


Brooklyn Rapid Transit—Figures in 
March showed a gain in gross of $160,800, 
or slightly better than 7%. The average 
monthly increase in gross receipts for the 
March quarter was slightly above $150,000. 
In the nine months of this fiscal year Brook- 
lyn Rapid Transit has added about $1,200,000 
to its gross, a gain of about 5.8%. 


Coltigeuie- Soepen Power.—Report, year 

ended Dec. 31, 1916, shows a gross operating 

revenue of $425,102, net operating revenue 

of $105,215 and net corporate loss for the 

year of $183,205. Balance sheet, as of Dec. 

31, 1916, shows a profit and loss deficit of 
86. 


Chicago Railwa Full annual interest 
of 4% on the $2,500,000 adjustment income 
bonds would be paid May 1, from earnings 
of fiscal year, ended Jan. 31, 1917. 


Cities Service—Voted to increase, the 
capital stock from $100,000,000 to $150,000,- 
000. After the increase the company will 
have outstanding $50,000,000 common and 
$100,000,000 preferred. Company has sold 
the Citizens’ Gas, Electric Light & Heating 
Co., of Mt. Vernon, IIL, to the Southern Iili- 
nois Light & Power Co. 


Detroit United—Declared a quarterly 
dividend of 2%, payable June 1 to stock of 
record May 16. This is an increase of one- 
quarter of 1% over the previous declaration. 


Interborough Rapid Transit—Commis- 
sion issued a statement, showing a compari- 
son of the earnings between the mont of 
February, 1917, and the same period in 1916, 
compiled from reports of ticket sales. The 
figures for the subway division for ho fe 
1917, are $35,190,476, as compared with $32,- 
232,673 in 1916. The figures for the elevated 
division shows a corresponding increase, 


being $26,706,676 for February, 1917, as 


— $25,353,230 for the same period in 


International Railway.—A petition has 
been filed with the N. Y. Second District 
P. S. Comm. for authority to issue $1,458,717 


’ 5% bonds under its improvement and re- 


funding mortgage, and to use $102,000 of the 
bonds authorized in 1916. 


New York & Queens Electric Light & 
Power.—The N. Y. First Dist. P. S. Comm., 
following an investigation, accepted an 
offer of this company to reduce its maxi- 
mum charge for electric current to 9 cents 
per kilowatt hour, plus a service or meter 
charge of 60 cents per month. The present 
rate is 12 cents, but with the provision that 
no monthly bill shall be less than $1. 


Northern California Power.—Report, year 
ended Dec. 31, 1916, shows gross operating 
revenue of $853,125, net operating revenue 
of $481,425 and net corporate income of 
$128,222. 


Ohio State Telephone.—Report, year end- 
ed Dec. 31, 1916, shows total revenue of $3,- 
689,607, compared with $3,249,018 in -1915. 
The balance transferred to surplus was 
$188,025, against $103,144 in 1915. Balance 
sheet, as of Dec. 31, 1916, shows a profit and 
loss surplus of $1,131,565, compared with 
$1,141,072 Dec. 31, 1916. 


People’s Gaslight & Coke.—Declared a 
quarterly dividend of 1%, payable May 25. 
to stock of record May 1. In the previous 
quarter a dividend of 14% was declared. 


Philadelphia Electric.—1916 net income of 
$2,794,051 is equal to 11.2% earned on $24,- 
987,750 capital stock, as against 9.6% earned 
in 1915. Balance sheet,'as of Dec. 31, 1916, 
shows a profit and loss surplus of $3,050,622, 
compared with $2,311,986 Dec. 31, 1915. 


_ Twin City Rapid Transit—Gross revenues 
in March, 1917, totaled $904,807, against 
$841,452 last year. Gross from Jan. 1 to 
March 31 totaled $2,610,129, against $2,463,- 
827 last year. 


_ United R. Rs. of San Francisco.—Has 
listed $1,539,000 interchangeable certificates 
of deposit of Equitable Trust Co. of New 
York and Union Trust Co. of San Francisco, 
oes 4% sinking fund gold bonds, 
with authority to add ,365,000, maki 

the total $23,904,000. ” — 


United Rys. & Electric of Baltimore.— 
1916 balance of $1,213,171, after preferred 
dividends, is equal to $2.96 a share earned 
on $20,461,200 common stock, compared with 
$3 a share earned in 1915. Balance sheet, as 
of - Pete a profit and loss 
surplus o ,111,494, compared wi - 
058 Dec. 31, 1915. . rah ceaaee 
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Public Utility Inquiries 





Columbia Gas & Electric 


A. B. L., Tuckahoe, N. Y.—Columbia Gas 
& Electric is selling at a speculative level, 
and although the stock may go higher we 
regard it as extremely risky, and we do not 
recommend it. The stock is selling on the 
basis of prospects. It has been stated that 
the possibilities for profit to the company 
from the manufacture of Casinghead Gaso- 
line are very alluring. Whether or not the 
profits from this source will justify the ex- 
pectations remains to be seen. At all events 
the company earned less than 3% on its 
stock last year, and it has a very poor record 
for previous years. The stock was origi- 
nally largely water, and it will most cer- 
tainly take some time to squeeze the water 
out. The total capitalization is $50,000,000 
stock and $16,105,000 bonds, the latter ex- 
clusive of bonds of subsidiary companies. 

The inauguration of dividends at the rate 
of 1% quarterly, just announced, does not 
impress us as conservative in view of the 
past record of the company. 


Consolidated Gas of Balt. 


M. V., Tampa, Fla.—Consolidated Gas of 
Baltimore may be affected to a certain ex- 
tent by the rising costs of fuel, but should 
not be seriously hurt, for its business is ex- 
panding so rapidly that any increased cost 
of operation will be largely offset by increased 
volume. We suggest that you hold the stock 
for the present at any rate. 


Comm. Power, Rwy. & Light 


M. E. G., Montreal, Que—Commonwealth 
Power, Railway & Light is an attractive 
semi-investment. The stock is not entitled 
to rank among the best grade of public 
utility preferred stocks, and there is a slight 
risk in its purchase, but we believe the 
chance of profit outweighs the amount of 
risk involved in a purchase of the stock at 
its present price, for we can see nothing 
ahead that is likely to endanger the con- 
tinuation of dividends. The fact that the 
company is a holding company gives it an 
advantage in many ways over the individual 
operating company. The management is 
very reliable. 


American Gas & Electric 

W. S., N. Y. City—There is nothing 
alarming in the American Gas & Electric 
situation. The stock has declined because 
of the fact that operating charges have 
mounted very considerably. It required 
$545,500 more last calendar year than in 
1915 for the company to conduct operations. 
The combined gross of subsidiaries was $4,- 
491,817, an increase of $512,000, but the high 
cost of gas oil and heavier deductions for 
other expenses eo out this gain and $33,- 
500 in addition, the latter representing the 
net decrease. After provision for all 


charges, depreciation on underlying com- 
panies, etc., earnings for the pa stock, 
were $651,990, or 10.1%. The year before 
11.8% was earned. We do not think the 
dividend is in danger, and we do not suggest 
that you become alarmed and sell your 
stock, provided you are holding it simply 
as an investment. The immediate future 
does not hold much that is attractive from a 
speculative standpoint. 


Northern States Power 


A. A. M., Asheville, N. C.—Northern 
States Power has shown a very rapid growth 
in the past two years. The company is 
serving a very rich and rapidly expanding 
territory. A large margin of earnings is 
reasonably assured for the preferred stock 
in the future, and we regard it as a conserva- 
tive business man’s investment. It should be 
established at a materially higher price as it 
becomes more seasoned. 


American Tel. & Tel. 


_F. F. F., Pittsfield, Mass.—It is not a good 

time to purchase American Telephone & 
Telegraph as a permanent investment, be- 
cause there is a possibility that the United 
States Government will take over the opera- 
tion of the company. 


Philadelphia Co. 


B. A. S., Hatboro, Pa.—Philadelphia Com- 
pany is an attractive semi-investment at its 
present price. Earnings of the company are 
showing a steady intrease. The dividend 
on the common stock was raised last May 
from an annual rate of 6% to 7%. The ex- 
cellent showing for the year was due not 
only to the increase in business, which came 
to the company from the great industrial 
activities around Pittsburgh, but also to a 
reduction in operating costs. The company 
has in recent years spent a great deal of 
money for improvements and betterment, 
and its entire property is in excellent phy- 
sical condition. One of the principal reasons 
for the price being depressed is that foreign 
liquidation is continually cropping out. 
There has been a great deal of foreign liqui- 
dation already. The depression caused 
thereby has afforded the investor who can 
tie up money and wait an opportunity to get 
the stock at what we consider a rather at- 
tractive level. 


Ohio Fuel Supply 


S. A., Erie, Pa—We are not particular! 
bullish on Ohio Fuel Supply A me It is 
true that the company is enjoying very sat- 
isfactory earnings from its own business 
and that it may receive very handsome divi- 
dend distributions, through the United Fuel 
Gas Co. However, the present prosperity 
must be regarded as in a large measure 
abnormal. 
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More About the Standard Oils 


An Investment Which Has Paid the Patient Holder 100% 
Annually Since 1912—Present Investment Position 





By L. C. OGG 





N a recent issue of this publication it 
was shown how an investment of 
$8,165 in sixteen different Standard 

Oil stocks earned a total of $25,196 from 
January 1, 1912 to January 1, 1917. All 
stock dividends and rights were sold 
upon receipt and credited to income. 
e author also added that it would re- 
quire a liberal use of the imagination to 
picture the present worth of the $8,165 
if its owner had stood pat and sold noth- 
ing. It is interesting to note the exact 
status of the investor today, if he had 


ting the bid and asked quotations on the 
first day of each year. 
The Standard Oil Boom 


The big jump in the value of the stock 
during 1912 was due mainly to the tre- 
mendous melon cut by Standard Oil of 
Indiana early in the year. The one share 
in this company bought for $4,000 turned 
into 30 shares worth over $11,000 within 
the twelve months. However, the re- 
maining stocks also contributed their 
share to the general upswing, the fifteen 
of them together almost doubling in 














TABLE I RE wae 

Cost Price MARKET PRICE Held 

One Share Jan. 1 Jan. 1 Jan. 1 Jan. 1 Jan. 1 Jan. 1 
Stock Jan. 1, 1912 1913 1914 1915 1916 1917 1917 
i ” Seer $280.00 $598.00 $785.00 $570.00 $688.00 $1,038.00 1 
Chesebrough .... 650.00 660.00 685.00 670.00 730.00 1,350.00 3 
Galena ......... 220.00 312.00 273.00 250.50 246.00 282.00 1% 
Ohio Oil 65.00 134.00 147.00 142.00 193.00 388.00 1 
I. P. L. Si ead ee an 61.00 80.00 1-3 
Prairie Oil ...... 225.00 334.00 428.00 464.00 438.00 620.00 1 
Prairie P ined aaa oes ca 349.50 495.00 1% 
ME booed cw eee 450.00 610.00 1,400.00 1,020.00 1,280.00 1,460.00 4 
South Penn ..... 360.00 920.00 1,350.00 1,310.00 1,915.00 2,965 5 
Se ea 150.00 342.00 471.60 613.80 746.46 1,078.11 2.97 
S. O. Ind........ 4,000.00 11,070.00 12,840.00 14,040.00 16,440.00 24,300.00 30 
S, Gi Bigs once 140.00 448.00 950.00 706.00 950.00 1,176.00 2 
a Saar 200.00 380.00 670.00 750.00 1,065.00 2,310.00 3 
S. O. Neb........ 160.00 424.00 825.00 563.33 591.66 966.66 12-3 
6 8 SRP 365.00 438.00 408.00 398.00 547.00 706.00 1 
y £ 2 ae 270.00 671.00 875.00 1,010.00 1,145.00 1,360.00 5 
S. O. Ohio....... 190.00 290.00 395.00 430.00 553.00 900.00 2 
Vacuum Oil . 440.00 1,104.00 1,170.00 1,200.00 1,422.00 2,298.00 6 

Total ..... $8,165.00 $18,735.00 $23,672.60 $24,137.63 $29,360.62 $43,772.77 











retained all his stock dividends and 
availed himself of all rights to subscribe 
to new stock. The tables herewith show 
just how he would have come out. 
Table I shows how one share of each 
of these Standard Oil subsidiaries was 
purchased on January 1, 1912 at a total 
cost of $8,165. The increase in the num- 
ber of shares on January 1, 1917, repre- 
sents stock dividends presented gratis to 
shareholders and rights that have been 
used to purchase additional stock at par. 
The market prices are obtained by split- 
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value. In 1913 while Standard Oil of 
Indiana advanced but slightly, the others 
still continued to mount, gajning 
$3,167.60, compared with $3,500 in 1912. 
The next year, 1914, the only lean one 
in the table, nevertheless furnished elo- 
quent proof of the remarkable intrinsic 
worth and the irresistible earning power 
of the group as a whole. While prices 
everywhere else were just beginning to 
recover from levels distressingly low on 
account of the Euro War and the 
closing of the Stock Exchange, the mar- 
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ket value of these sixteen subsidiaries 
actually increased a few hundred dollars 
during the year. 

Further Profits 


received on stock originally purchased 
and afterwards acquired during the 
period, equal to over twelve per cent an- 
nually on the $8,165 invested. Also $898 











The. steady advance, temporarily was paid out of dividends in exercising 
halted, started anew in 1915, and over rights for the purchase of new stock at 
TABLE II 

Dividends Cost of 
er Stock Rights Subscrip- 

Stock Five Years Dividends at Par tions 

Atlantic Ref. ....... CE rt RR is eee OL” pegs Be eye Ee ens ee 
Chesebrough ....... 201.50 BoE Beeéece a ee ee EE rt RS ew 
eee 89.00 ee _, SR he re eek re 
7s 62.00 ae "EGG. .” | <eseabnéchah oueenedtoldeamnencs 
PE Te, Bian seve a > Ne en a ee ee ee eee 
Prairie Oil ......... 49.00 a 7...  * séesibnowenbhanwenieeneeras £6 
Prairie P. L......... «| Liiiiteee-eutiunses: i  -etedubedhzanedancweuieanses 
REUSE Se 300.00 Besasece a ee er ee ee 
BA BUN sccéasce 345.00 Diicasss 300 Dis khees 100% $100.00 
S. O. California..... 88.87 a dase 50 = 80 80.00 
St ae dite, teeiee  ):? Riheee” RaKeees Peeasoake 10 18.00 

S. O. Indiana ...... 2,726,000 ere el  —.._>  Swsihateig siencpaedietele dle beatin sae 
BD, Gi TROND s cce anne 147.00 = a me coe me RRR ee oa 
S. O. Kentucky ..... a ~~ Bepenetios souwecs Bees dente 200% 200.00 
S. O. Nebraska ..... 171.65 ae are ~ - QubdentlecbabbbGhumiuniedial et 
Te” Secon |. ieee ) ‘Sabet eadanpendeeaeneeanae. 

S. O. New Jersey.... Sn > (cc ehheekekeg, wekeete -. .  -edeasendedmedene denaiee. 
S. O. New York..... 132.00 cae. ——_ a re REE en RS 
5 (rer 92.50 RT me. - \. Negattdieeadaeiieiakebeities beteaae 
Vacuum Oil ....... Sey. *  Radesbebas 1000050 re 500% 500.00 
cenemea vos $5,025.68 TTT OTT RT eee ee 


of Illinois Pipe Line Co. 





t In stock of Prairie Pipe Line Co. 











$5,000 was again added to the long 
string of profits. It remained for 1916, 
however, to cap the climax. Between 
January 1, 1916, and January 1, 1917, 
the market value of the investment 
jumped some $14,000, equal to almost 


par. Considering dividends and expen- 
ditures, the man who tried the plan is 
now worth $47,900.45 (Table III). 
Since 1912 he has actually earned $39,- 
735.45, which is but a trifle short of one 
hundred per cent annually on his invest- 











TABLE III 

Total Market Value of Stock Held January 1, 1917 .............ccescccccccccccces $43,772.77 
Add Dividends Paid January 1, 1912, to Jamuary 1, 1917................ cc ceeeees 5,025.68 
. , . $48,798.45 

Deduct Expenditures for Subscriptions to New Stock ................cceeeceeeees 898.00 
47,900.45 

nds hike 8s cork usaxsin dis bado os 000 nape nhnsede wenduvesdbareshaeiewe . 1165.00 
RE SN SI a iin i's o ode dev eduwes cd ccna<énVbebebipbdnsataséteneenn $39,735.45 
Average Annual Income Over Five Years... ........0.cccccccccccccccccccccsccccces 97.33% 











two hundred per cent on the original 
capital. In other words, stock bought 
five years ago for $8,165, can now be 
sold for $43,772.77. 

Nor does this show all. Total cash 
dividends of $5,025.68 (Table II) were 


ment. It is small wonder that investment 
bankers who are ordinarily suspicious of 
anything less than a first mortgage bond, 
should recommend the Standard Oils, 
even though the apparent yield is only 
three per cent. 











Oil Notes 





Empire Pipe Line——Construction of the 
8-inch pipe line from the Kansas oil fields at 
El Dorado and Augusta to the Ponca City 
refineries of the ge A is being pushed 
rapidly. With the completion of this pipe 
line the refineries at Ponca City and Cush- 
ing, controlled by Cities Service Co., sub- 
sidiaries, are insured against any possible 
shortage of crude oil. 


Federal Oil—Has brought in its 29th 
straight successful well in the Kentucky 
field. 


General Petroleum.—For the six months 
ended Feb. 28 net profits were $1,870,434, 
and, deducting bond interest amounting to 
$149,373 and for exhaustion and deprecia- 
tion, $524,560, there remains a surplus of 
$1,196,501. The company has earned 7.2% 
on the common stock and is handling 12,- 
000,000 barrels of oil annually. 


International R . — Earnings, ten 
months ended Jan. 31, 1917, amount to: 
Gross, $3,661,721; operating expenses, in- 
cluding ordinary repairs, maintenance and 
taxes, $2,927,375; net income, $734,346; less 


interest, $17,323; net earnings, $717,023; sur- 
tty March 31, 1916, $700, 


; total, $1,417,- 
11; less dividends, $50,000; surplus Jan. 31, 
1917, $1,367.111. 


Midway Gas.—For the year 1916 reports — 


ss of $682,010, net of 1,298, with de- 
Guctions from net of $144,694, leaving a sur- 
plus for the year of $156,604. After all mis- 
cellaneous eee -4 ~ eet —_ 
urplus the profit and loss deficit Jan. 1, 
1917, was $75,817, compared with $223,854 
Jan. 1, 1916. 


Ohio Fuel Oil—Has brought in several 
wells within 30 days. The latest is a 90- 
barrel well in the Cabin Creek district of 
West Virginia. A 30-barrel well was also 
brought in on Blue Creek. 


Ohio Oil.—Five cents a barrel was added 
to the price of oil by this company at its 
general offices in Findlay, 


Okmulgee Producing & Refining —De- 
clared the regular ote 4 dividend of 
2%4% and an extra of 1%, both payable April 
30 to stock of record April 10. 


Osage-Hominy.—Has brought in a new 
well that is flowing natural gas at the rate 
of 100,000,000 cubic feet on the initial spurt. 
This well is located on the company’s new 
property. 

Sinclair Oil & Refining—Declared the 
regular quarterly dividend of $1.25 a share, 
payable May 19 to stock of record May 1. 
Consolidated income account for January 
and February shows net earnings of $2,119,- 
948, of which $128,904 was required for fixed 
charges, leaving $1,991,044 available for de- 


preciation and dividends. The amount of 
bonds to be paid on May 1 is $1,629,500. 
This will leave Sinclair Oil & Refining Co. 
entirely free of funded debt. 


Standard Oil of N. J.—Awarded increases 
in pay, ranging from 10% to 15%, to wage 
earners at its refineries. The order affects 
12,000 day laborers, adding $1,500,000 to the 
annual pay roll. This is the fourth increase 
in pay since Aug. 1, 1915, and represents a 
total increase since that time of 55.25%. 


Texas Co.—Stock Exchange has stricken 
from the list subscriptions for capital stock, 
part paid. The company filed notice at 
Austin, Tex., of an increase in capital stock 
from $44,000,000 to $55,000,000. The price of 
gasoline and kerosene was advanced 1 cent 
a gallon in Texas, making the maximum 
price of gasoline 24 cents and the minimum 
price 22 cents in that State. The regular 
stock certificates are ready and will be ex- 
changed for full paid subscription certifi- 
cates upon presentation to the office of the 
company. 


Union Tank Line—Balance sheet, as of 
Dec. 31, 1916, shows a profit and loss sur- 
plus of $2,354,262, compared with $872,496 
Dec. 31, 1915. Net earnings of $2,081,766 are 
equivalent to $17.34 on 120,000 shares of 
capital stock, compared with $8.89 a share 
earned in 1915, 


Union Oil of Cal.—Profits for the first 
three months of 1917 from all operations, 
less general expenses, taxes, interest and 
employees’ share of profits were approxi- 
mately $2,720,000, an increase of $1,020,000 
over the same period in 1916. The net profit, 
making full provision for depreciation, was 
approximately $2,050,000, an increase of 
$900,000, or 80% over the same period of 
1916. Production of the company and con- 
trolled companies approximated 1,570,000 
net barrels, an increase of 152,000 barrels 
over the same period of 1916. Capital ex- 
penditures approximated $500,000. 


United Fuel Gas.—For February gross of 
United Fuel Gas was $800,600, a gain of 79% 
over February, 1916, while the surplus after 
payment of all charges and interest was 
$547,808, a gain of 96%. For the 12 months 
ended Feb. 28 gross was $5,554,992, a gain 
of 71%, and the surplus after expenses, taxes 
and interest was $3,120,507, a gain of 155%. 


Vacuum Oil.—Declared the regular semi- 
annual dividend of 3% and an extra of 2%, 
both payable May 15 to stock of record 
May 1. Report, year ended Dec. 31, 1916, 
shows profits amounting to $9,221,937, an 
increase of $2,360,024 over profits of 1915. 
These profits are after charging off $164,831 
for insurance reserve, and are equal to $61.47 
a share on 150,000 shares of capital stock, 
compared with $45.74 a share earned in the 
previous year. 
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Oil Inquiries 





Crescent Pipe Line 


M. M. S.,. Rochester, N. Y.—In 1915 this 
company showed a considerable decline in its 
earnings and was under the necessity of 
reducing the dividend to 6%. Its earnings 
in 1916 showed a slight increase, being 
equal to 6.43% on $3,000,000 capital, 6.24% 
on the same capitalization in 1915. The 
company is not in a very favorable position 
for increasing its business. Its future is not 
encouraging because of the fact that oil pro- 
duction in the Pennsylvania fields is rapidly 
declining. The company is in a strong posi- 
tion financially and will probably maintain 
its 6% dividend rate even though it be- 
comes necessary to dip into surplus, but the 
stock’s possibilities are certainly limited, and 
unless you have to accept a considerable 
loss in getting out of it, we suggest that 
you do so. 


Standard Oils 


S. G—We are not favorably disposed 
toward a purchase of practically any of 
the oil stocks at this time, owing to con- 
ditions prevailing in the industry which 
points to the probability of a bearish situ- 
ation developing in the-crude oil market. 

If you are a holder of such stocks as 
Standard Oil of Indiana, Ohio Oil and 
Vacuum Oil, we hardly suggest that you 
sell them at the market right now, for the 
Standard Oil list generally has undergone 
quite a sharp reaction recently and these 
issues should be due for more or less sub- 
stantial rallies. We are inclined to the 
opinion, however, that those who take ad- 
vantage of any such rally to sell will later 
on have reason to congratulate themselves 
for so doing. 


Prairie Oil & Gas 


G. R. L., Camden, N. J.—Prairie Oil & 
Gas may suffer a very serious decline if 
there is a sudden change in the oil situa- 
tion. This company’s interests are centered 
in the Mid-Continent fields where the dan- 
ger of over-production and a decline in the 
price of crude oil is more imminent than 
elsewhere. We understand that the Prairie 
Oil & Gas Co. has recently reduced its stor- 
age very materially. In times past, such 
action has foreshadowed a reduction in oil 
prices. The company dominates the price 
of crude. It has not been its habit to stock 
up on oil at abnormally high prices. We 
have already made some general comments 
on the oil situation, which help to explain 
our reason for not being bullish on this 
stock at the present time. We think you 
would be wise to close it out and wait for 
a more opportune time to buy it back. A 
stock in which you might invest at least part 
of the funds realized on this sale might be 
placed to advantage in American Grapho- 
phone or Singer Sewing Machine, both of 


which securities are peace stocks and both 
of which have very attractive speculative 
possibilities. 


Standard Oil of N. J. 


W. H. P., Erskine, Alta.—The very latest 
foreign developments have injected a new 
element of speculation into this stock be- 
cause of the fact that the Standard Oil Co. 
of New Jersey has very extensive interests 
in Germany, Roumania, etc., but the stock 
has already declined quite heavily and the 
assumption is that it has thereby discounted 
in a great measure the unfavorable factors. 
We believe that you should hold the stock 
even at the risk of its going considerably 
lower, for, in the long run, we think that 
you will realize a larger profit on it than 
you could on any other Standard Oil issue 


Chesebrough Mfg. 


_P. B. B., Cincinnati, Ohio.—At this time, in 
view of the uncertainties in the foreign situa- 
tion, Chesebrough Manufacturing, on ac- 
count of the stability of its business, is proba- 
bly a better investment purchase than any of 
the other Standard Oil stocks. This com- 
pany’s earnings were not affected violently by 
a rise and fall in oil prices as are the earnings 
of such companies as Standard Oil of New 
York, Standard Oil of New Jersey and Stand- 
ard Oil of California. The others certainly 
have the best speculative possibilities, however. 
The opinion of the writer of the article you 
refer to on Chesebrough Manufacturing ac- 
cords substantially with our own. 


Anglo-American 


L. D. C., Washington, D. C_—Anglo-Ameri- 
can Oil we do not recommend your holding. 
Our principal reason for taking this attitude 
is that we believe the effect of the aftermath 
of the war on the company’s business is a very 
uncertain factor of the future. This com- 
pany operates exclusively in the British Isles 
and its present large business is due princi- 
pally to the war demand. Whether or not its 
peace business will recover to a normal basis 
when the war is over is a question. It may 
take some time before it can be re-established. 
While we suggest your closing out Anglo- 
American Oil, we hardly feel justified in rec- 
ommending that you reinvest in International 
Petroleum. The stock recently displayed 
considerable strength, but the movement 
was apparently a speculative one. As a 
long pull proposition over a period of years, 
International Petroleum undoubtedly has 
very wonderful possibilities, but the stock 
is selling high enough, we think, to dis- 
count the favorable factors of the immediate 
future. International Petroleum operates pro- 
ducing properties and a refinery in Peru. It 
is a subsidiary of the Imperial Oil Co., which 
is controlled by S. O. of New Jersey. 
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Ahmeek Mining.—The rock tonnage for 
March was the largest in the history of the 
mine, 117,900 tons. The rock tonnage was 
3,000 better than February and 1,800 above 
the best record previously made in an 
month. This company, April 18, 1917, re- 
ported March production as 2,726,889 pounds 
of copper, compared with 2,261,329 in 
February. 


Alaska Gold.—In March, 1917, milled 217,- 
700 tons of ore, averaging $1.09 per ton. 
Per cent. of extraction was 82.91, loss in 
tailings 18.7 cents a ton. 


Anaconda —Production has again 
returned to high levels. Output is running 
at the rate of 1,000,000 pounds a day, or 
365,000,000 pounds a ra. Production fig- 
ures in March of 31,300,000 pounds reg- 
istered an increase of 6,300,000 pounds over 
February, 3,050,000 over January and were 
only 200,000 pounds under October’s output 
of 31,500,000 pounds. 


Braden C —In March produced 5,- 
942,000 pounds of copper, compared with 
3,450,000 in February and 4,798,000 in Janu- 
ary, 1917. 


Calumet & Arizona—In March, 1917, 
produced 5,528,000 pounds of copper. The 
smelter turned out 8,586,000 pounds of blister 
copper. 


Calumet & Hecla—Report, year ended 
Dec. 31, 1916, shows 76,762,240 pounds of 
copper produced, at cost of 11.63 cents a 
pound, and sold at an average price of 25.48 
cents a pound. Rock yielded 22.53 pounds 
of copper per ton. During the year the com- 
pany paid dividends amounting to $75 a 
share on 100,000 shares. Surplus quick as- 
sets over current liabilities Dec. 31, 1916, 
were $10,758,601. This company, April 18, 
1917, reported March production as 7,306,- 
144 pounds of copper, compared with 5,528,- 
000 the previous month. 


Centennial Conner Mining Co.—This com- 
pany, April 18, 1917, reported March pro- 
duction as 173,667 pounds of copper, com- 
pared with 151,759 the previous month. 


Cerro De Pasco.—March production of 
copper was reported, April 14, 1917, as 6,- 
074,000 pounds, against 5,352,000 pounds in 
February and 6,172,000 in January. 


Chile Copper—In March, 1917, produced 
8,714,000 pounds of copper, compared with 
6,056,000 pounds in February, and an aver- 
age monthly production of 6,000,000 pounds 
in January and December. 


Chino Co —Balance sheet, as of 
Dec. 31, 1916, shows a profit and loss sur- 

lus of $13,963,873, compared with $8,613,261 
Dec. 31, 1915. The 1916 net profits of $12,- 
527,948 is equivalent to $14.40 a share earned 
on 869,980 shares of capital stock, compared 
with $7.65 a share earned in 1915. 


one, 


Champion Copper.—Declared a dividend 
of $6.40 a share, making $110 since Feb. 21, 
1915, when payments were resumed follow- 
ing suspension from Oct. 13, 1913. 


Dome Mines.—Report of operating results 
for March gives the amount of tonnage 
milled as 36,700 and bullion produced as 36,- 
270. This compares with February tonnage 
milled 36,270 and bullion produced $172,500. 


Goldfield Consolidated.—In February pro- 
duced 21,000 tons of ore, compared with 29,- 
000 tons last year and 26,500 tons in Janu- 
ary, 1917. Net earnings in February totaled 
$19,220, against $60,000 last year and $19,- 
056 in January, 1917. 


Granby Consolidated.—Produced in March 
3,901,398 pounds of copper, 2,814,780 of 
which were from Anyox and 1,086,618 from 
Grand Forks, compared with 2,580,288 
pounds in February, of which 1,968,426 
pounds were from Anyox and 611,862 from 
Grand Forks. 

Inspiration Consolidated.—For year ended 
Dec. 31, sales of copper amounted to $33,- 
496,343. Profits for the year of $20,629,498, 
after expenses, depreciation and interest, 
were equal to $17.45 a share. Profits for 
1915 totaled $600,062, and were equal to 65 
cents a share on the then outstanding capi- 
talization for the first six months of the 
company’s operation as a producer. Refined 
copper production in 1916 was 120,772,637 
pounds, all of which has been sold at an 
average price of 25.393 cents a pound. Bal- 
ance sheet, as of Dec. 31, 1916, showed profit 
and loss of $12,681,501, against $600,062 last 
year. In March, 1917, produced 11,100,000 
pounds of copper, compared with 10,250,000 
in February and 11,600,000 in January, 1917. 


Iron Blossom Consolidated.—Declared a 
quarterly dividend of $5 a share, payable 
April 25 to stock. 


Isle Royale.—Declared a quarterly divi- 
dend of $1.50, pr April 30 to stock of 
record April 11. Three months previously 
$1 regular and $1 extra were declared. 


Kennecott Copper—In March produced 
7,076,000 pounds of copper, compared with 
7,090,000 in February and 7,080,000 in Janu- 
ary, 1917. 

Miami Copper.—Balance sheet, as of Dec. 
31, 1916, shows a profit and loss surplus of 
$6,215,636, compared with $3,175,346 Dec. 31, 
1915. Company’s 1916 net profit of $7,336,- 
196 is equivalent to $9.81 a share earned on 
747,114 shares of capital stock, as compared 
with $4.56 a share earned in 1915. 


Magma Copper.—Balance sheet, as of 
Dec. 31, 1916, shows a profit and loss sur- 
lus of $1,023,129, compared with $405,797 
ec. 31, 1916. The 1916 surplus of $1,097,- 
333 is equivalent to $4.57 a share earned on 
240,000 shares of capital stock outstanding, 
compared with $2.54 a share earned in 1915. 
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Mother Lode of Alaska.—Sale of $200,000 
first mortgage 6% 10-year convertible bonds 
to Pittsburgh stockholders, together with 
the net value of recent ore shipments, will 
amount, in round figures, to $500,000, which 
will be sufficient to pay for the installation 
of the power plant, building of a wagon road 
and erection of the concentrator. 

Mohawk Mining.—March production is 
1,194,399 pounds of copper, compared with 
1,194,163 pounds in February and 1,195,941 
in January, 1917. 

North Butte Mining.—In March treated 
58,000 tons of copper ore, which yielded 2,- 
801,375 pounds of copper and 137,768 ounces 
of silver. Production of zinc ores was 2,608 
tons, which netted 578,000 pounds of zinc 
and 3,605 ounces of silver. Gross returns on 
all metals produced was close to $1,000,000, 
breaking all records for receipts in any one 
month, 

Ohio Copper.—Production of 500,000 
pounds of copper monthly has been attained 
by this company under its new manage- 
ment. The stock control of the Bingham 
Central Railway, owner of the Mascotte 
tunnel, has been secured. This company 
operates a narrow gauge railroad which 
hauls the Ohio ores from mine to mill. 

Old Dominion Mining & Smelting.—Re- 
ported for the year 1916 net earnings 
amounting to $2,670,595, an increase of $2,- 
101,036 over 1915. Surplus after providing 
for depreciation of plant and mines, 
amounted to $2,171,458, which was equiva- 
lent to $13.40 a share on 162,000 shares of 
capital stock outstanding. 

Ontario Silver—The shaft down to the 
1,700-foot level has been unwatered and the 


pumping station and level were found in 
good condition. 


Shannon Copper.—In March produced 
950,000 pounds of copper, compared with 
— in February and 759,000 in January, 


Shattuck Arizona—In March produced 
1,518,436 pounds of copper, 278,778 pounds 
of lead, 18,176 ounces of silver and 200 
ounces of gold, compared with February 
production of 1,402,893 pounds of copper, 
359,485 pounds of lead, 19,488 ounces of 
silver and 207 ounces of gold. March, 1916, 
production totaled 1,594,330 pounds of cop- 
per, 714,379 pounds of lead, 32,187 ounces of 
silver and 394 ounces of gold. ; 


United Globe Mines.—Annual report for 
the year 1916 showed gross receipts amount- 
ing to $3,291 862, and net earnings totaling 
$2,053,077, an increase of $1,240,826 over the 
preceding year. Surplus, after providing for 
depreciation of plant and mines, amounts 
to $1,881,464, which is equivalent to $81.80 
a share on 23,000 shares outstanding. Dur- 
ing the year dividends amounting to $1,679,- 
000 were paid. 


United Verde Extension.—Declared a 
quarterly dividend of 50 cents a share and an 
extra of 25 cents, both payable May 1 to 
stock of record April 16. 


Utah Copper.—Balance sheet, as of Dec. 
31, 1916, shows a profit and loss surplus of 
$43,153,137, compared with $23,498,074 Dec. 
31, 1915. The surplus, after charges of $39,- 
148,943, is equivalent to $24.09 a share 
earned on 1,624,490 shares of capital stock, 
compared with $10.69 a share earned in 1915. 
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Mining Inquiries 





Butte & Superior 


W. S. T., Long Beach, Cal.—Butte & Su- 
perior is in a favorable position for specula- 
tive operations on the bull side, because the 
company is undoubtedly making very large 
profits and as long as the present prosperous 
conditions in the spelter industry are main- 
tained the company should be in a position 
to earn and pay liberal dividends, as it has 
been doing. We are inclined to the opin- 
ion that the trend of the market, subject 
to temporary reaction, is likely to be quite 
strongly upward in the near future. 

As to the investment position of the stock. 
Of course, the reason that it is selling on 
such a high yield basis is because it is real- 
ized that the company’s present prosperity 
is abnormal and temporary. pelter is 
probably in the most precarious position of 
any metal now affected by war conditions. 
In normal times the United States produces 
about one-third of the world’s total zinc 
output, whereas the present total produc- 
tion in this country exceeds the normal out- 
put of the whole world. Germany, Austria 
and Belgium together have in previous years 
supplied two-thirds of the world’s require- 
ments, That the reopening of the Central- 
European market will have a serious effect 
on spelter prices ee without saying. In 
our judgment spelter is very likely to sell 
below normal for a considerable time fol- 
lowing the close of the war. 

Will Butte & Superior under such condi- 
tions be able to maintain the dividend of $5 
a share per annum on which basis the stock 
has been established, not to mention, of 
course, extra dividends? With the aid of 
its enlarged revenues from silver produc- 
tion, it should be in a position to do this 
because its financial position is very strong, 
but there is no certainty of it. Such, then, 
are the most optimistic expectations as to 
Butte & Superior’s post bellum status, and 
on the basis of them we believe the stock 
thoroughly discounts its investment value 
at a price of between 45 and 50. 





Chino 


B. P. A., Painesville, Ohio.—The trend of 
the market has turned upward, and while the 
copper issues generally do not give indica- 
tions of being as promptly responsive to the 
upward movement as some of the steel and 
equipment stocks, we think that eventually 
they will participate generously in the ad- 
vance if it continues. Chino Copper is one 
of the better stocks in the copper group, and 
we think a purchase of it now should show 
very profits within the course of the 
next few weeks, barring a reversal in the 
general market situation. 


Great Northern Ore 


T. D. D., Louisville, Ky.—Great Northern 
Ore is a security which we have never been 





inclined to favor. At best it is a speculation. 
The stock is subject to manipulation from 
time to time, and when market conditions 
develop favorably to advancing prices there 
is always a chance that Great Northern Ore 
will advance. Under present market condi- 
tions an advance in the stock is quite likely, 
but we think that there are other more at- 
tractive opportunities for speculative profit, 
and we do not recommend Great Northern 
Ore as an investment. 

On March 6, 1917, it was reported that 
leases aggregating $110,000,000 between this 
company and the Jones & Laughlin and In- 
land Steel Co. had been concluded. The 
statement continued: “According to St. 
Paul reports, both the leases are based on a 
yearly minimum production of ore and are 
to run until the mines are exhausted. The 
Jones & Laughlin lease, it is estimated, will 
involve total payments of $70,000,000 and 
the Inland Steel lease $40,000,000. Undoubt- 
edly these figures are subject to modifica- 
tion, as they must be based on estimated 
life of the mines and other factors, such as 
iron content of ore, which cannot now be 
definitely determined. 

“In the United States Steel Corporation’s 
Hill ore lease, which was abandoned on Jan. 
1, 1915, payments to Great Northern Ore 
were much smaller than the sums said to 
be involved in the two new leases. The 
corporation’s contract called for the min- 
ing of a minimum of 750,000 tons in 1907, 
with a yor increase of 750,000 tons, so 
that in 1917 the amount to be mined would 
have been 8,250,000 tons, at which maximum 
figure it was to remain until exhaustion of 
the mines. 

“The lease was abandoned at the end of 
1914, and it is understood that the amount 
of ore mined to that date was about as per 
contract, or an aggregate of 27,000,000 tons. 
Payments probably ran well under $25,000,- 
000, and possibly under $20,000,000. This, 
however, alludes to royalties alone, as the 
corporation had to pay Great Northern 80 
cents a ton for haulage. 





Miami Copper 


B. P., Suffield, Conn—Miami Copper is 
covering its dividend requirements by an 
ample margin, and as long as present pros- 
perous conditions continue in the copper 
industry the company will probably main- 
tain the payment of dividends at the current 
rate of $1.50 quarterly and 50c. extra quar- 
terly, or at the rate of $8.00 yearly. Miami 
affords the opportunity of speculative profit, 
but the stock is not selling on an investment 
level. Miami is a liquidating proposition, and 
a large part of the dividends that are being 
paid must be viewed in the light of amorti- 
zation payment. The next period of depres- 
sion in the copper industry, which is bound 
to come sooner or later, is likely to see 
Miami selling at a lower price than now 
current. 
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Unlisted Securi ty Notes 





#£tna Explosives.—Appointment of receiv- 
ers to manage the business of the Atna Ex- 
plosive Company, Inc., an $18,000,000 cor- 
poration, until its properties may be ordered 
sold by the court, has been asked in an 
equity suit filed in Federal District Court. 
The plaintiff in the action is the Grasselli 
Chemical Company, of Cleveland, O., which 
has a claim for $103,655 for merchandise and 
materials, “payment for which has been re- 
fused,” it is alleged. 


American Chicle—Income account, year 
ended Dec. 31, 1916, shows gross profits, 
$727,527, against $548,934 last year; net 
profits, after bond interest and depreciation, 
$567,445, against $413,769 last year; surplus 
after dividends, $267,445, against a deficit of 
$686,231 last year. Balance sheet, as of Dec. 
31, 1916, showed profit and loss surplus of 
$299,046, compared with $130,409 last year. 


American Piano—Net earnings Janu- 
ary and February, 1917, applicable to pre- 
ferred dividends, were $102,922, compared 
with $55,499 in 1916. Sales for the first two 
months of 1917 were approximately $1,200,000, 
against $755,000 the previous _year. 


American Stores.—The issue of $3,000,000 
in preferred stock of this company, offered 
at 97%, has been three times oversubscribed. 


American Type Founders. — Authorized 
the issuance of $1,000,000 6% sinking fund 
20-year gold bonds at par to the extent of 
25% of holdings. In addition to regular 
quarterly cash dividends, a scrip dividend of 
2% has been declared on the $4,000,000 to 
shareholders of record of March 20. 


Central Aguirre Sugar.—Paid its regular 
quarterly dividend March 1 of $2.50 a share 
and an extra dividend of $7.50 a share on 
the common stock. 


Central Sugar.—Declared an initial divi- 
dend of 2.33% on the preferred stock, pay- 
able May 1 to stock of record April 14. The 
dividend is for the first four months of 1917 
and at the rate of 7% per annum. 


Chevrolet Motor.—Increased its capital 


stock from $500,000 to $1,500,000. 


Colts Patent Fire Arms Manufacturing 
Co.—For year ended Dec. 31, 1916, the bal- 
ance for dividends was equivalent to $235 on 
the $2,500,000 stock, against $98 in 1915. 
Considering the fact that in two years this 
company has earned over $350 per share for 
its stock, it is small wonder that directors 
have decided upon a 100% stock dividend, 
increasing the stock from $2,500,000 to 
$5,000,000 


Dayton Airplane.—Incorporated in Ohio, 
with a capital of $500,000. Incorporators: 
Edward A. Deeds, Harry E. Talbott Chas. 
F. Kettering, Harold E. Talbott, Jr., and 
Orville Wright. 


Eastman Kodak.—Declared an extra divi- 
dend of 5% on the common stock, payable 
June 1 to stock of record April 30. 


Great Atlantic & Pacific Tea.—Sales for 
the first five months of the fiscal year ended 
March 31, 1917, were $9,623,696, against $5,- 
733,872 for the corresponding period of 1916, 
an increase of $3,889,824, or 68%. 


McCrory Stores.—March (pees sales were 
$578,403, against $471,359 in 1916. The three 
months’ gross sales were $1,570,430, against 
$1,229,538 last year. 


Maxim Munitions.—Has signed a contract 
with the Italian Government for the manu- 
facture of 250,000,000 cartridges, deliveries 
to cover 12 months. The United States 
Government has increased the order for 
cartridges recently placed with the company. 


Otis Elevator.—Annual report for the year 
ending Dec. 31, 1916, showed earnings of 
$1,036,589, an increase of $300,920 over the 
previous year. After deducting the pre- 
ferred dividends of $390,000, and providing 
$50,000 for a pension fund, the balance is 
equivalent to 9.36% on the $6,371,587 com- 
~ eee compared with 5.42% earned 
in . 


Quaker Oats.—Increased its capital stock 
from $19,000,000 to $30,000,000. There will 
be $15,000,000 preferred and the same 
amount of common, 


Remington Typewriter.—For year ended 
Dec. 31, 1916, reports net earnings after de- 
preciation and bond interest amounting to 
$1,415,459, an increase of $886,350 over 1915. 
After full dividend requirements on the first 
and second preferred stock, the balance, 
$736,079, was equal to 7.36% on $9,996,000 
common stock. No dividends on the two 
feenrees stock issues have been paid since 


_ Republic Motor Truck.—Reports net earn- 
ings of $816,161.40 for the nine months end- 
ing March 31, 1917. This compares with 
$268,255.23 for the same nine months of 
its last fiscal year and $56,427.57 for the 
same period of its fiscal year 1914-15. This 
does not include earnings of the subsidi- 
aries. The company reports unfilled orders 
on hand of over 6,000 trucks. 


Savage Arms.—As the result of a test held 
by the United States Marine Corps on the 
corps’ rifle range, Chief’ of the Bureau of 
Ordnance of the U. S. Navy Department 
Admiral Ralph Earle has placed an order 
for 2,000 Lewis machine guns, chambered 
for United States ammunition, with the 
company. 


Wright-Martin—Has already delivered ten 
aeroplane motors to the French Govern- 
ment on account of the contract received 
last year. This contract called for 450 
motors, but production has been greatly 
delayed. 
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Board-Room “Rust” 


Letter of a Father to His Son, Who Is an Unsuccessful 
Trader—The Insidious Board-Room Disease— Its 
Cause and Cure 





By C. W. 


DRAKE 





REMARKABLE letter was written 
by a father to a son, the one an 
old, veteran invester from the 

start for thirty-five years, the other a 
board-room trader of some ten years’ 
standing. The son has again appealed 
for more funds, at the same time bitterly 
lamenting “tough luck,” “lack of capi- 
tal,” and “dishonest brokers.” 

This is the reply he got: 

“Sir, it is needless for me to tell you 
that I am astounded! To think, that 
you, a man of your age, intellect, prac- 
tical knowledge, experience, ‘and apti- 
tude should have fallen so easily so 
great a victim to one of the commonest 
maladies of the board-room! Frankly, 
sir, I am profoundly disappointed. I 
expected something better from you 
than that. I have all along consoled my- 
self with the thought that this disorder 
of the board-room was wholly confined 
to the mere scruff and rough of those 
rooms, and that your splendid intelli- 
gence and training was amply sufficient 
to safeguard you against it. But, alas, 
that you, too, should have become a 
helpless, chronic, unconscious victim to 
its insidious attacks is indeed deplor- 


able! 
Board-Room Alibis 


That you have unmistakably con- 
tracted a case of chronic board-room 
rust, a warping, shrinking, senile dis- 
order of those rooms, that has carried 
more board-room traders down to their 
financial grave than any other cause in 
the street, is beyond the peradventure of 
a doubt. Had I no other evidence, sir, 
of that fact than your recent strange wail 
about “Lack of capital,” “Lack of Luck,” 
and lack of an “Honest Broker” that 
alone would suffice. ‘ 

In the ten years, siry'that you have 
been in the game a§ a speculator you 


have lost, according to your own state- 
ment, over one-half of your original 
capital and all you made. Yet you are 
known to be one of the best posted men 
technically, financially, and commer- 
cially, who enters that great board-room 
of Goldking’s as a habitue; that you 
have talent for the game as a speculator 
is indisputable, as shown in your notable 
success in your first two years in the 
Street; that the service of that famous 
house is prompt and accurate, and its 
accommodations liberal to the extreme, 
I personally have reason to know; that 
you have not fallen a victim to any form 
of dissipation outside of the board-room, 
and thus wasted your capital or charac- 
ter, I also know; that your capital is 
sufficient, even though it be but fifty 
dollars, if your judgment be of the right 
sort, properly conditioned, is incontro- 
vertible, from the fact that these board- 
rooms not only fairly groan and beg to 
overwhelm the right man with capital, 
but is actually pouring itself out upon 
the teeming quacks, and theorists, and 
bold confident talkers who infest these 
rooms ; that luck on a ten years’ pull is 
practically up to you or any other man 
in this world, has been demonstrated too 
often to be controverted; that your own 
Yes or No is the last word in the deal is 
common knowledge; while the market 
itself has afforded you no end of golden 
opportunities; yet, sir, you have utterly 
failed to make good why? Here 
is talent, capital, practical knowledge, 
experience, opportunity, broker, and 
luck, all the vital tools or essentials that - 
the most chronic board-room trader ever 
prayed for, yet you failed. 


A Doctor Needed 
Were I to prescribe for your trouble, 


sir, it would not be talent, capital, tech- 
nical, financial, or commercial knowl- 
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edge, luck, broker, or opportunity. On 
the contrary, sir: I should prescribe a 
doctor. You have had all these others 
and failed, and the wail that you put up 
about them is the wail of a thoroughly 
beaten man, the whine of a poor or ill- 
conditioned mechanic. 

It isn’t that, sir. It is you. You are a 
beaten man wholly from your own rotten 
psychological condition in the board-room, 
brought on by a chronic board-room presence. 
That is your trouble. You are rusted through 
and through from board-room monotony, 
board-room inertia, board-room suspense, and 
disappointment, and defeat, and suspicion, 
and fear. The very tensile strength of your 
moral and mental fibre has become deeply 
eaten into by chronic environment. You have 
utterly neglected to keep constantly plumbed 
above the deadening, eating, atmospheric 
glamor of the board-room, one of the most 
vital bevels you use in the board-room—your 
own mental equilibrium. You have desper- 
ately struggled to keep your capital intact, 
and add to it; sharpen and deepen the pene- 
tration of your talent, garner and sift all ger- 
mane knowledge; vigilantly watched with un- 
tiring patience for the golden psychological 
opportunity; selected your broker with in- 
finite care—aye, even studied your luck in 
order to pit against it your will power and 
judgment; yet of what avail is all that to you, 
sir, when the very compass by which all eos 
others has got to be tested and trued up to 
has become all askew by the chronic glamor- 
ing atmosphere of the board-room? If you 
live in a village all your life you soon take 
on the village rust and be no bigger than the 
village; if you live in a city all your life you'll 
soon take on the city rust and be no bigger 
than your city, and if you spend twenty-four 
hours a day with your head wedged down 
into the board-room you'll soon take on 
board-room rust and in time shrink down to 
the size of the room. 


Need of Judgment 


Can’t you see, sir, that there is something 
more vital to the trader in the board-room 
than talent, capital, broker, luck, etc., and that 
is a judgment constantly kept well balanced? 
That is your supreme court in the board- 
room. All these others that you rave about 
are only the selected handmaids, or pages to 
your judgment. What they do or don’t do 
wholly depends upon what your own judg- 
ment tells them to do, and if that lie out of 
true, then what they do will be out of true. 
You may have the finest ship, and sails, and 
gear, and stores, and sailors in the world, but 
if your compass be out of condition, or not 
kept constantly trued up, you'll soon find your- 
self piled upon the rocks a scattered mass of 
kindling wood. You can have all the lumber, 
material, tools and men from here to John 
O’Groat’s, but if your bevel is not kept con- 
stantly plumbed to a standard or basic bevel, 
your building will be your 


ears. Your talent, or capital, or broker, or 
knowledge, or luck, or opportunity can never 
be any truer than your own judgment is true. 
Hence the wisest thing that the wisest man 
ever does is to keep his own mental equipose 
vigilantly plumbed above the glamor of the 
thing he is at, to the basic facts or compasses 


of life. 
A Board-Room Hog 


But, sir, that is just exactly what you have 
not done in your relation to the board-room. 
Instead of using your broker’s splendid privi- 
leges, same as you do your banker’s, by a 
casual call, you have actually degenerated into 
a board-room hog, a board-room glutton, a 
board-room sot, a board-room dope, a board- 
room fiend; turning that admirable institu- 
tion into a loafing den, a smoking hovel, a 
dopester’s joint; eating it, talking it, sleeping 
it, and living it twenty-four hours a day; un- 
til your sovereign judgment, once so broad, 
and fresh, and alert, and sanely independent, 
has become a mere warped, shrunken, out- 
of-plumbed, underfoot thing to the game, and 
you do not know it; until your confidence has 
run into suspicion, your determination into 
irresolution, your decisiveness into hesita- 
tion, your prudence or sense of proportion 
into avariciousness, your study into sloth, 
your conversation into cheap gossip, your in- 
dependence into dependence, and your ag- 
gressive character into a sodden chronic 
loafing, smoking, wasting, rusted presence. 
That, sir, is you. 

What is the ultimate result? On my word, 
sir, but it is a pain to see you! All day long, 
inside and out of the board-room you are 
constantly seeking the other fellow’s opinion 
to the verge of obsession; repeatedly telling 
what you could have done, what you should 
have done, and what you would have done, 
and cursing yourself for not doing it; letting 
slip golden opportunities by the score, and 
splendid profits by the thousands; telling in 
one breath that you do not know what to 
think of the action of the market, and in the 
next emphatically declaring that the rally or 
decline is due to this or that, when it could 
have been from any one of fifty other causes; 
staring all day at the board like an owl, or 
pacing to and fro all day like a caged animal, 
or shamelessly asleep in the chairs; jumping 
into a deal like one naked into ice water; 
seeking the advice of the board-boy, gyp- 
sies, clairvoyants, astrologers and dreamers; 
crowding your room attendance until your 
presence becomes chronic; loading your ac- 
count till you break its back; crowding every 
conversation, controversy, or group in the 
room to the last word and last man; filling 
one another’s ears with racy stories, tips, 
hopes, despair, cheap gossip, and general and 
particular platitudes; sanguine to every look, 
word, or act, as a child, or putty to impres- 
sions; vowing all day long what you are go- 
ing to do next time, that you shall not be 
caught napping again, and when the next, and 
next, and next time comes do the same thing 
straight over again, only worse; in short, your 
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judgment, originally so splendidly balanced, 
has today, after ten years a chronic board- 
room habitué, became a virtual riot of inde- 
cision, obsessional curiosity, impressions, tim- 
idity, instability, avariciousness, indiscretion, 
guessing, chancing, hoping, praying, despair- 
ing, hindthinking, dependency, suspicion, and 
all the other characteristics of a human 
psychologically adrift or underfoot—I warn 
you, sir, on the word of bitter experience, 
that if you do not take immediate steps to 
correct your condition it will only be but a 
question of time when you will be a ruined 
and impoverished man. 


An Insidious Disorder 


Indeed, it may surprise you to know, sir, 
that the disorder you have contracted is one 
of the most insidious and prevalent the human 
mind is heir to. It is not wholly confined to the 
Wall Street board-room, it is universal. But 
it is particularly characteristic and contagious 
in chronic human centres. It is not a ques- 
tion of insanity, even though you frequently 
have called yourself a “nut,” “a fool,” “ 
sucker,” and “crazy,” but it is a question of 
mental disorder, and no greater demonstra- 
tion of that fact is needed than when any 
man demands so much capital, luck and hon- 
esty in brokers to back up his own rank, rot- 
ten deals. He certainly has a disordered 
brain that needs immediate attention. In 
fact, over ninety-five per cent. of your chronic 
board-room habitués are underfoot to this 
rust. It is wholly a mental and moral de- 
rangement, chronically prevalent in the board- 
rooms in Wall Street, very contagious, rapidly 
becomes seated, when the victim, if not cor- 
rected, soon loses all sense of balance in the 
judgment of values of the thing he is at, and 
inevitably becomes a helpless, poverty-stricken 


In plain words, sir, your entire trouble is too 
much board-room, not enough outside or 
country; too much ticker, pasteboard, and 
room-glamor, not enough cars, engines, wheat 
fields, and industrial centres; too much guess- 
ing, loafing, hoping, defeat, inflation, suspense, 
prejudice, and despair, not enough funda- 
mental facts, two foot rules, or mental bevels; 
too pointed, too centred, too much head down 
into the book—canvass—chessboard—board- 
room; in other words, too much location, not 
enough distance. Hence, sir, you have shrunk 
down to the size of the board-room, and not 
grown up to the country; until today, your 
case has become so chronic, superintended by 
a physical inertia, that it is a psychological 
impossibility for you to plumb the external 
factors to the inside technic except by a fluke. 

You have failed to see, sir, that the human 
mind can be easily put out of true by a psycho- 
logical overdose of location or environment, 
as the body by an overdose of acid, alcohol 
or tobacco, and that the one is just as danger- 
ous to your financial safety as the other to 
your h 

When you entered the street, sir, and made 
your first deal you were a deep, broad stu- 


dent of the fundamentals. Not a thought of 
hanging out about your brokers any more 
than about your bankers was in your head. 
You were in for a long pull, you bought for 
cash, secured your certificates and went about 


your business. You had graduated from thes: 


savings bank and interest to securities and 
dividends, with the prospect of a ten, twenty 
to thirty point appreciation in your commit- 
ments, and you were broad and happy in that 


thought. 
The Poison of Success 


But a change came, not in your broker, not 
in your capital, not in your luck, but in you. 
The first drop of psychological poison was in 
the success of your first deal. Five hundred 
dollars in one week! Think! Without lift- 
ing a finger, more than you could almost make 
outside in twenty weeks. 

That instant, sir, you lost your head. You 
were literally stunned. The soul in you was 
stirred to its depths. The ravishing allure- 
ments of wealth, social standing, and no more 
work, radiated, dazzled and thickened about 
your common sense into an intense halo of 
golden glow. “What a cinch!” you cried, 
beneath your breath, looking about you fur- 
tively lest others catch on. You wondered 
why the business men in the city and the big 
men in the state had not caught on. “To 
think,” you gasped, “that I have not known 
about this before!” and that day you walked 
home on air. 

That, sir, was your fatal blunder. For from 
that day on you became a doomed victim 
financially, purely to psychological condition. 
From that day you are found neglecting your 
business, hanging out more and more about 
your brokers, gradually becoming less and less 
a student, less and less a speculator, shrinking 
in mental and moral vigor, horizon, clean cut, 
well digested knowledge, commitment value, 
and in the end, true to the infinite law of bal- 
ance, actually shrinking down to the size and 
glamor of the room, a mere peanut gambler, 
scrambling after fractions among the “cats 
and dogs” on the board. 

Had you been as wise to this disorder of 
the board-room as your friend John Vestor 
there would be a different story to tell. John 
did not lose his head. John stood his ground, 
and kept the board-room at a civil sociability. 
You could not coddle, dazzle, or drag John 
Vestor from his fundamental lines by the 
weak man’s conception of the board-room—a 
fortune for nothing, a fortune while you wait, 
and smoke, and chat. He knew that to be an 
economical and damnable delusion, that the 
only way you can make four out of anything 
in this life, whether.in Wall Street or out of 
it, is by twice two. Hence John Vestor kept 
on an investor, making fours out of twice 
twos, and making money in Wall Street. You 
began to lose, to wonder why, to blame your 
lack of capital, and become suspicious of your 
broker and the insiders, the unmistakable 
symptoms of a ic case of board-room 
rust, and had it been in a chemical laboratory, 
or an astronomical observatory, such startling 
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changes and uniformity of losses would have 
stirred the entire staff. But you were now 
too mentally warped, shrunken, co be- 
coming more and more shiny, faded, cheap; 

king more, talking more, and more and 
mo.- callin; urself and the rest a “bunch 
of suckers. ntil today you are in such a 
state of mental color blindness, that, were you 
a seaman or a railroad man and as badly so 
in sight, you would be refused command. You 
abused the rare privileges of the board-room 
by a chronic presence. You put your head 
into a hole like an ostrich and were caught. 
With the broad vast world as his horizon and 
the fundamental twice twos as his centre of 
gravity, John Vestor kept firmly seated on the 
mighty law of balance. You with the board- 
room only as your practical horizon placed 
yourself in opposition to that infinite law and 


lost. 
The Cure 


But there is a cure and a prevention, and 
if you care to put them into execution a “come- 
back” is easy. The cure is simple and imme- 
diate, the prevention a bit deeper. The cure 
is distance—distance—distance. You have too 
much location. Get out of that board-room, 
get away to the hills for a spell, if only for a 
day, and look back at yourself in that board- 
room as a chronic board-room hog. That will 
correct or cure your psychological lopsided- 
ness in relation to the board-room. 

The prevention is this: all down through 
the ages master minds realizing the groping 
dark condition of life keenly, felt the vital 
necessity of charts. Hence they sounded, and 
blazed, and — eat human highways, as 
seen in the formulae of mathematics, the 
formulae of medicine, and law, and mechanics, 
and commerce, and art, and music, etc. These 
are the town pumps, the Grannis Corners, the 
bonds, and landmarks of human sanity and 


progress. Without these charts, landmarks, 
or compasses, the human intellect cannot 
move a step in safety or think a sane thought; 
and the saner your charts the saner and safer 
your thought. Hence you, or any other man 
who cuts himself adrift from the basic twice 
twos of life, demonstrates an ignorance dan- 
gerously near insanity. It is mighty serious 
business, sir, unless you be a born s lator 
and can see into the uncharted regions like 
Watt into steam, Columbus into horizons, 
Christ into religion, or a Rothschild into 
commerce and finance. The instant you drop 
your fundamental two-foot rule you are lost, 
without a standard, highway, or a light, bump- 
ing into everybody and everything, a depend- 
ent, a beggar, a human derelict, that not even 
the courtesy, patience, accuracy, system, or 
knowledge of your more conservative fellow- 
men, can save you from going on the human 
ledger a total wreck. 

The fact is, you have been so extra tly 
surrounded since a boy by A B C clocks, 
scales, multiplication tables, two-foot rules, 
compasses, names, street signs, love, patience, 
courtesy, policemen, information bureaus, etc., 
and have not been taught their vital psycholog- 
ical value, that you have lost all sense of dan- 
ger in cutting adrift from them. In short, 
you fail to see that the personal lack of these 
vital compasses sets up on you a psychological 
tangle or heap, and a psychological heap can 
crush as deadly as a physical heap. 

Hence, the prevention is, stick to the funda- 
mental charts of life, unless you have a specu- 
lative genius; for the price of success in Wall 
Street is the price of success in any other 
street—a psychological equilibrium, external 
vigilance; for if your mental equipose be out 
of true, your Yes and No will be out of true, 
-—ee is your own Yes or No that does the 
trick. 








The Nation’s Need 





God knows, we need men now! We need men whose trust 
is not in words, in rhetoric, in fine phrases, or in noble expres- 
sions of sentiment, but men, genuine, sincere, devoted; men 
who do not so much talk about their love of country or their 
passion for liberty or humanity as men that do love their coun- 
try and do love their liberty so much that they are willing to 
give liberty to others as well as claim it for themselves; men 
who think not merely of what they can get out of their country, 
but of what they can give to their country; men who, upon 
the basis of plain, practical, and sensible hard work in the 
ordinary affairs of life, carry ever noble idealism and a sincere 
capacity of self-devotion—Hon. Elihu Root. 
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Technical and Miscellaneous Inquiries 





Bankruptcy 

Q.—I purchased 25 shares of National 
Enamel & Stamping Co. stock at 33%, from 
local brokers, on ten point margin. I made 
an initial payment of $250, and as the stock 
when down, I was called on for additional 
margins, and, in all, had to my credit $500. 

Subsequently, one of the partners of the 
brokerage concern died, and as the offices of 
the company were open, I tendered the balance 
of the amount due upon my purchase, to the 
administrators and the surviving partner. 
The administrators informed me that they had 
the stock but could not deliver it without an 
order of court. The surviving partner stated 
that it would not be necessary for me to 
make a tender, that he would see that f got 
the stock. Subsequently, I made another de- 
mand for. my stock, and offered to pay the 
balance due thereon. I was then informed 
that they did not have the stock and that I 
could not get it owing to the fact that the 
affairs of the company were in the Probate 
Court owing to the death of one of the part- 
ners, and, secondly, a petition in bankruptcy 
having been filed against the copartnership 
and the surviving partner. The Bankruptcy 
Court allowed the matter to be adjusted by 
the Probate Court. I went to the Probate 
Court on a petition, set forth the above facts, 
and there was a denial by the administrators 
that I made the tender, and the attorney then 
advised the court that they had never pur- 
chased my particular stock, but that they had 
bought it together with other stocks of the 
day, and that the same was being held by 
bankers as security. 

The attorneys for the administrators raised 
the point that this is customary, and that I 
cannot secure the return of my stock, although 
I offered to pay the balance due thereon, with 
interest, costs, etc., and that my only remedy 
was to file my claim in the Probate Court and 
secure what rights I had there, from the assets 
of the deceased. 

In the meantime, the administrators sold 25 
shares of the said Enamel stock for 33, % 
of a point less than I paid for it, and they now 
state that I have a claim against the estate 
for that amount. 

Ans.—Under any ordinary circumstances you 
would be entitled to take up this Enamel stock 
upon payment of the difference between your 
debit balance and the amount which you de- 
posited and any refusal on the part of the 
broker in connection with this would be a case 
for law and you would have a good claim 
against him. 

In this particular instance, however, there 
are a great number of legal conditions which 
enter into the situation which call entirely for 
a lawyer’s opinion. In the first place, one of 
the members of the firm died and his interest 
in the business apparently ceased, and in the 
second place, another of the partners went 
into bankruptcy, which threw the whole firm, 
as it then stood, into the Bankruptcy Court. 
Here was a case where both the Probate 


Court and the Bankruptcy Court were inter- 
ested. 

So far as we can see, we think you have a 
perfectly just claim. 

Calling 
*Q.—What are the rules of brokers in “call- 
ing’ stock? 

If I had sold short on Marine Pfd. certifi- 
cates and had not covered them before De- 
cember 11, when the certificates were changed 
into stock, was it necessary to “call” the stock 
or certificates on December 14? What was 
it necessary to do to hold Marine Pfd. short? 

Ans.—The situation should be as follows: 
If you were long Marine preferred certificates 
before December 11, you should have notified 
your broker to have made the exchange for 
the stock. However, in this case you were 
short the Marine preferred certificates and you 
had no other alternative than to become short 
Marine preferred stock on December 11. 
What your broker should have done was to 
have made a cross entry in your account as 
of December 11, buying in one hundred (100) 
Marine preferred certificates for no money and 
making you short as of December 11 one hun- 
dred (100) Marine preferred stock for no 


money. Thus your position should have been, 


on December 11, that you were short one hun- 
dred (100) Marine preferred stock for the 
same amount of money that you originally 
sold the preferred certificates for. 





Delivery Limitations 


Q.—What are the delivery limitations, or 
requirements, when a stock is sold short? 

Ans—There are no limitations or re- 
quirements regarding short sales of stock. 
It is entirely a part of the duties of the 
short seller to know whether or not he 
can borrow the stock before he sells it 
short, but if the customer sells the stock 
short through a broker and notifies the 
broker at the time that he is selling the 
stock short and the broker accepts the or- 
der with this knowledge, then it is en- 
tirely a matter for the broker to determine. 
On the other hand, if the broker notifies 
the customer after four or five days that it 
is impossible for him to borrow the stock, 
which has been sold short, then it would be 
necessary to be bought in. i 

On all active issues dealt in on the New 
York Stock Exchange it is usually very 
simple to borrow the stock for delivery and 
delivery must be made before 2:15 the next 
day. However, on all inactive issues, and 
all issues which are not well scattered in 
the street, throughout brokerage offices, it 
is a very dangerous proposition to sell short. 
It is also dangerous to sell curb stocks or 
unlisted stocks short unless you have first 
made arrangements for borrowing same. 

It is possible, however, for you to sell 
bonds, unlisted stocks, or inactive stocks 
short by making the sale, either delayed 
delivery or selling them on “thirty days. 
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Waiting Cotton Market 





By RICHARD S. SLATER 





ITH the country buckling on 
its armor and getting ready to 

fight, and with some other 

markets intensely excited, the 
cotton market has followed the even 
tenor of its way, and been influenced 
only by basic market conditions. It 
has been a quiet market, and there has 
been little outside interest shown. It 
is an axiom as old as the cotton trade 
that there can be no bull market unless 
the public is interested, and there- 
fore the market has had a sagging 
tendency in spite of the fact that un- 
derlying conditions are bullish and 
that there is little inclination to sell 
short. 

The lack of public interest is not 
due to the war alone. This is a be- 
tween grass and hay period when no 
one is able to form an opinion that is 
worth backing, as to acreage and 
therefore everyone is content to wait 
a few weeks. Cotton brokers, as a 
rule, are as eager for business as any- 
one, but the quiet market at this time 
has not been at all distasteful to the 
trade. In fact, members of the Cotton 
Exchange have helped to curtail the 
amount of trading by enforcing the 
most conservative business methods. 
A few years ago everyone in the South 
was trading in cotton on an average 
margin of $200 on a contract of one 
hundred bales. Now, most brokerage 
houses are asking $1,000 a contract 
and some even more than this. This 
one thing alone is influence enough to 
entirely change the character of trad- 
ing. 

Not only is the public looking on 
for the time being, but the leading pro- 
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fessional traders are doing very little; 
and no attempt is being made to force 
the market either way. When the 
trade began to feel nervous, for fear 
that the small stock of certificated cot- 
ton in New York might result in near 
positions doing something sensational, 
there was enough liquidation of May 
and July to set the mind of the mar- 
ket at rest; and this selling came, in 
the main, from leading spot interests 
that were in a position to take up the 
cotton, had they been willing to dis- 
turb the situation by allowing it to 
become understood that they intended 
to demand delivery. 

As yet reports as to the acreage are 
very contradictory, and it is no won- 
der that ideas as to what the total 
acreage will be are widely at variance. 
From one county will come reports of 
a decided reduction, and from the ad- 
joining county will come reports of 
heavier planting than last year. All 
acreage estimates at this season of the 
year are mere guesses, but the best 
guess seems to be that there will be 
some increase west of the River and 
some decrease in the Atlantics; and 
that the total will not vary much from 
that of last season. It is not the acre- 
age, but the weather that makes the 
crop, and usually the question of whether 
the crop will be large or small depends 
upon the weather during the months of 
May and August. 

The President has asked the South 
to plant less cotton and more food- 
stuffs, and this request has been back- 
ed by a most aggressive campaign 
from the Department of Agriculture. 
It is absurd to assume that no results 
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will follow all these efforts, and the 
acreage may turn out to be consider- 
ably smaller than those who claim that 
the South knows nothing but cotton 
believe. 

There is nothing that indicates that 
the Government will see fit to put any 
restfictions upon the cotton market 
as a war measure. There certainly is 
nothing that would justify such action. 
It is true that England has restricted 
the Liverpool Exchange to the execu- 
tion of orders for people actually en- 
gaged in the cotton business; but this 
action has had no influence on prices. 
England looks at cotton in a biased 
manner, for it is only a consumer. 
The United States of to-day is the 
greatest consumer of cotton, but it is 


also the great producer. In these days 
of high prices there is no doubt but 
that the Southern cotton raiser is en- 
titled to a good price for his product, 
and if there were any effort to deprive 
the market of the stability given it by 
outside support during the period of 
active marketing of the crop, the re- 
sult would be disastrous to the cotton 
raiser. 

There might be those who would 
dispute this statement were it not 
for the fact that what happened when 
the Exchanges closed is such recent 
history, The officials at Washing- 
ton understand the situation, even if 
a few Congressmen are still blind 
because of their determination not to 
see. 





Cash Wheat Dominates Market 





By P. S. KRECKER 





HEAT has been making history 
recently. Prices have soared 
to levels not attained since the 

Civil War period under the stimulus of 
a combination of bullish conditions. 
The bullish features of the situation 
are readily enumerated. They include 
an almost unprecedented scramble for 
cash wheat, resulting in the payment 
of extraordinary premiums over con- 
tract prices; the apparently high per- 
centage of abandonment of winter 
wheat acreage and correspondingly 
reduced estimates of yield; the scar- 
city of contract wheat in Chicago, 
forcing shorts to cover; the Govern- 
ment’s propaganda for popular culti- 
vation of foodstuffs; the threatened 
withdrawal of labor from the farms to 
enter the army ; the known world-wide 
shortage of supplies. 

To offset these admittedly strong 
points in favor of high prices, there 
is no lack of bearish arguments. 
Briefly, these are: Free Canadian 
wheat; prospects of a record acreage 
in Spring wheat both at home and in 
the Dominion; the probability that the 
Government propaganda will stimulate 


popular cultivation of garden crops as 
well as farm products; reduced con- 
sumption of wheat in the United States 
as well as abroad; prospects of big 
acreages in oats and other cereals; 
the probability of Government regula- 
tion of food prices. 

The cash situation has been the con- 
trolling factor in the wheat market re- 
cently. Future contracts have ad- 
vanced with less rapidity than have 
cash premiums, showing that the rise 
in the market has been led by cash 
grain. This advance has been most 
pronounced in the Southwestern mar- 
Lets, which has been natural as those 
markets are nearest to the areas 
where winter killing of wheat has 
been most serious. We have witnessed 
the extraordinary spectacle of May 
wheat selling in Kansas City at a price 
17 cents over May wheat in Chicago. 
The premiums for cash wheat are due 
to the big rush to buy on the part of 
domestic mills in competition with 
foreign consumers. There undoubtedly 
is an intimate connection between this 
scramble for cash wheat and the Gov- 
ernment’s propaganda for popular cul- 
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tivation of foodstuffs, for that propa- 
ganda has created widespread appre- 
hension in the minds of the trade that 
there will not be sufficient wheat to 
supply their needs. The fact that this 
has not been the object of the Gov- 
ernment campaign does not alter the 
case at all. Of course, back of it all 
is the sensationally low condition re- 
port on winter wheat published by the 
Government, pointing to a crop of 
only 430,000,000 bushels. The serious- 
ness of this situation is due to the 
short crops grown last year, not 
only in the United States, but 
throughout the world. Estimates of 
the world’s yield of wheat last year 
make it 30 per cent under that of the 
previous season. To aggravate the 
situation, other cereal crops were 
smaller. Thus, corn harvested aver- 
aged 13.4 per cent less in the leading 
surplus countries than in 1915. Any 
prospective shortage of mew crops 
naturally causes apprehension. 

It does appear, however, that the 
wild scramble to buy cash wheat, re- 
gardless of the price, savors of hys- 
teria caused by alarmist reports em- 
anating from Washington. Nothing 
has occurred to alter the conviction of 
the writer that there is sufficient wheat 
to cover all requirements for the re- 
mainder of the crop season, and leave 
a carry-over, although a modest one. 
A recent Washington estimate of only 
236,000,000 bushels in the country, as 
of March 1, is generally regarded by 
trade authorities as too low by pos- 
sibly 60,000,000 bushels. If these 
authorities are correct there were 
nearly 300,000,000 bushels in the 
United States on the date in question, 
which would be more than on the cor- 
responding date two seasons ago, when 
- the supply was estimated at 287,000,- 
000 bushels. In that year a carry-over 
of 44,000,000 bushels remained at the 
end of the season, although exports 
were proceeding at a much more rapid 
rate than they are at present. And 
yet May wheat is selling at present 
writing nearly 80 cents a bushel high- 
er than it was two years ago. Wheat 
then did not go above $1.65 while it 
has soared above $2.40 recently. 


Sooner or later this hysteria will 
pass away, and there then will be a 
break in prices. While, as pointed out, 
a direct factor in making for higher 
prices, the Government’s food propa- 
ganda will ultimately have the ten- 
dency—as designed by the Govern- 
ment itselfi—to cause declines in cost 
of foodstuffs by stimulating produc- 
tion. People will eat less wheat and 
will consume sustitutes which are 
cheaper. The removal of the export 
duty on wheat by the Dominion of 
Canada lets down the bars to that 
country’s surplus, although they tem- 
porarily remain up owing to railway 
embargoes. Free wheat stimulates in- 
terest in the wheat situation in the 
Dominion. Canada’s visible supply of 
wheat recently was officially estimat- 
ed at over 118,500,000 bushels. Of 
this total 30,000,000 bushels were in 
country elevators, 29,000,000 bushels 
in interior or terminal elevators, 45,- 
000,000 bushels were in the hands of 
farmers, 9,000,000 bushels in mills and 
3,508,000 bushels in transit. Figuring 
on domestic requirements of 45,000,- 
000 bushels for the remainder of 
the season would leave more than 
70,000,000 bushels for export and 
carry-over. The availability of this 
wheat should eventually relieve the 
tension of the cash situation in 
the American markets. It is possible 
that some of this wheat will be ship- 
ped to Chicago for delivery on con- 
tract there, although the immediate 
outlook for relief of this character is 
dimmed by the railway embargo. 

Prospects are for a record acreage 
in Spring wheat. About 15 per cent 
more Fall plowing was done in the 
Spring wheat region than usual. That 
in itself suggests that a record acre- 
age will be sown. There is an abund- 
ance of seed wheat, according to ad- 
vices from the Northwestern markets ; 
soil conditions are described as ex- 
cellent ; there is ample moisture in the 
ground to give the new crop a good 
start and seeding is in progress 
throughout the Northwest. The trade 
will soon have official information on 
two important points bearing on the 
Spring wheat crop, for on May 8 the 
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Department of Agriculture, in addition 
to reporting the percentage of aban- 
donment of winter wheat acreage, 
will issue estimates of the percentage 
of Spring plowing that has been done 
as of May 1 and also the percentage of 
Spring planting. 

The activities of the National Coun- 
cil of Defence must be counted upon 
to relieve the food situation. That or- 
ganization plans not only to stimulate 
the sowing of Spring wheat, but also 
is directing its energies towards in- 
creasing the corn area, and is advis- 
ing the re-planting of abandoned win- 
ter wheat acreage with oats, corn, 
barley and sorghum. Acreages of 
beans, potatoes, peanuts and buck- 
wheat will be larger. At the moment 
there is no indication that the Gov- 
ernment plans an early fixing of 
maximum and minimum prices, but 





that war measures may be utilized at 
any time, as it already has been abroad 
for the prevention of speculation. 
Food control would be the next logi- 
cal step, but would be employed only ~ 
in the event that fixing of price limits 
failed to afford relief. 

Prospects are for a large wheat 
acreage in Canada this year. Private 
advices from the Dominion state that 
the acreage of the Province of Alberta 
will be 50 per cent larger than it was 
last year. A final official report places 
the acreage of wheat in India at 32,- 
845,000 against 30,143,000 acres last 

ear. 
. It is estimated that the yield of wheat 
should reach 400,000,000 bushels as the 
weather has been generally favorable, 
but of course the surplus available for 
foreign consumption will depend in part 
upon the shipping situation. 
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MARKET STATISTICS 


Dow Jones Avgs. 
Inds. 20 Rails 


96.15 
96.05 
96.88 
96.96 
97.84 
97.81 
96.71 
96.93 
97.04 
96.91 
97.10 
96.88 
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Breadth 
50 Stocks (No. 
High Low Total Sales Issues) 


82.31 80.92 664,100 204 
81.52 80,23 723,700 207 
81.83 80.51 605,400 197 
82.26 8151 620,700 189 
82.62 81.67 505,300 202 
82.49 81.86 266,600 
82.18 80.92 629,600 
81.19 80.35 478,900 
81.23 80.41 602,100 
81.27 80.27 522,100 
80.95 79.62 624,100 
80.03 79.73 243,900 











